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P R E F A C E 
Industrial policy plays a very significant 
cole towards achieving certain vital socio-economic 
objectives such as acceleration of the rate of 
economic growth/ seedy industrialization/ 
develompment of heavy and machine building 
industries/ providing assistance for gainful 
employmait etc. To complement its efforts/ the 
development of India adopted economic planning 
through successive Five Years Plans as the primary 
means of achieving economic development consistent 
with its overall social and economic objectives. 
Although important modifications and 
revisions have been initiated in industrial policies 
and plans from time to time/ the main objective of 
laying an industrial base on an equitable basis 
throui^ the develoment of heavy and basic industries 
has been intact. The guiding principles for 
industrial structure have been accepted as embodied 
in the Industrial Policy Resolution of 1956 which 
has generally been accorded the status of 'an 
economic constitution.' The Resolution remained the 
most imortant declaration of the basic approach and 
of the principal objectives of industrial planning 
iv: 
in India till July 24, 1991. It waa tho 195G 
Resolution that committed India to State intervention 
in order to enforce a certain pattern of industrial 
development and certain manner of utilization of 
resources• 
Objectives of the Study : 
In the present study entitled 'A critical 
Appreciation of the 1991 Industrial Policy of India'/ 
an attempt has been made to highlight the 
contribution of Industrial Policy towards the rapid 
industrial growth and development of the nation. The 
main objectives of the present study have been: (1) 
to trace the origin and history of industrial policy 
in the context of rapid industrial growth and 
development of the country; (2) to analyse thie 
Industrial Policy Resolution of 1956, subsequent 
charges, if any, brought about therein and its impact 
on the overall industrial structure of the country; 
(3)to highlight the problem faced by the private 
sector large, medium-sized and small-scale industries 
vis-a-vis public sector undertakings; (4) to discuss the 
circumstances which led the Government to adopt 
liberalization measures and opening up the Indian 
industry to international market on competitive basis, 
and (5) to examine in detail the NIP of July 24, 
1991, specially the measures taken to protect our 
business/ foreign domination and the ways to boost 
upexpcrt-oriented industrial units. 
The Framework of the Study : 
The work has been divided into five chapters. 
The first chapter highlights briefly the role of 
industrial policy in relation to developing nations 
alongwith its socio-economic significance. It also 
examines the meaning and concept of Industrial Policy 
with reference to Indian economy. 
The second chapter discusses the origin and 
history of Industrial Policy during the Plan period 
and focusses attention on the post-independence indus-
trial policy. In particular, it dwells upon the Indus-
trial Policy Resolution 1956 alongwith a number of 
other industrial policy statements which the 
Government made from time to time. The modifications 
made in the 1956 Resolution were nominal. In spirit, 
for most part of the industrial planning processs, 
the 1956 Industrial Policy Resolution dominated the 
scene. 
The third chapter examines and analyses the 
New Industrial Policy of 1991 with special reference 
:vi: 
to Industrial Licensing/ Foreign Investment/ Foreign 
Technology Agreements/ Public-Sector Policy/ 
•riActice.S 
Monopolies and Restrictive Trade / Act (MRTP Act) and 
small-scale and Tiny Sector . Specific decisions of the 
Government with respect to each of these areas are 
also given under respective heads. This also includes 
three Annexures. Annexure I deals with the proposed 
list of industries to be reserved for the Public 
sector/ annexure II contains the list of industries 
in respect of which Industrial Licensing will be 
compulsory while annexure III presents the list of 
industries for automatic approval of Foreign 
Technology Agreements and for 51 per cent foreign 
equity approvals. 
In the fourth chapter/ an attempt has been 
made to make a critical appreciation of the New 
Industrial Policy of 1991. After discussing very 
briefly the Industrial Policy Resolution of 1948 and 
1956/ a number of other industrial policy statements 
and the circumstances that led the fornication of the 
Industrial Policy/ the chapter highlights the 
conflicting reactions of people of different shades 
of opinion with respect to the Industrial Policy in 
question. It concludes that the policy measures/ if 
properly implemented, will lead to the development 
: vii 
of more open/ efficient and quality conscious 
industrial sector which will be able withstand global 
competition. 
The fifth chapter; which is the concluding 
chapter/ gives a resume of summary and conclusions 
of this dissertation. The main purpose of this 
chapter is to sum up the major findings and to 
suggest suitable measures for rapid industrial growth 
and development of the country in the years to come. 
Methodology adopted : 
While conducting the study on this topic/ 
I had to gather information from different sources-
mostly secondary sources. In particular/ I visited 
Planning Commission/ Ministry of Finance and other 
Government Departments for getting information on 
different aspects of the topic. Besides, I made use 
of a number of books published on the subject and 
the articles of learned persons that appeared in 
various magazines/ journals and professional dailies 
of the country. 
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CHAPTER - I 
CHAPTER - I 
NEED OF INDUSTRIAL POLICY 
Industrial policy of a country is broadly made 
up of two components. One is the philosophy of a given 
society to shape industrial growth. Second is the 
implementation consisting of action plans which give 
practical shape to the philosophy of the policy. Thus, 
industrial policy of a country; which has a vast 
potential for development and has to overcome the 
stagnation of a long past, is of vital importance. 
A philosophy contains the approach tO/ as also 
the objectives of/ industrial development. The 
approach can be broadly of three types. The first is 
based upon the faith in the private property and 
market orientation of the use of resources, as under 
capitalism. Second regards socialization of all the 
resources, as under socialism, and considered by some 
as a superior approach. Third is the mixed economy 
which uses both the private sector (market) arid public 
(government-owned) enterprises. 
In its broadest perspective, the concept of 
industrial policy is comprehensive and it cover;j ,ili 
those procedures, principles, policies, rules and 
regulations which control the industrial undertakings 
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of a country and shape its pattern of industrialization. 
It incorporates fiscal and monetary policies/ the 
traiff policy/ labour policy and government's attitude 
not only towards external assistance but towards the 
public and private sectors also. 
As for the objectives of industrial policy/ 
most of these are specific to the countries concerned. 
These are formulated keeping in view the aspirations 
of the people, their limitations/ level of technology 
and other natural resources. In general/ in a 
capitalist economy the pace and pattern of 
development are governed by the market forces. In 
socialist economy/ plans embody the goals set by the 
society whereas in a mixed economy with planning/ as 
in India/ the objectives are set by the government 
keeping in view the social priorities and the 
capabilities of the private sector. 
The other component of an industrial policy 
is to produce the wherewithal (necessary funds / 
resources) for working out the plans. In case of a 
market economy/ intervention is necessary generally 
movements in market prices and profits act as signals 
for the resources to increase or decreases and get 
allocated or reallocated to different uses. 
1. Datt/Ruddar and Sundharam, K.P.M., Indian Economy, 
Sultan Chand & Co. Ltd./ New Delhi/ 1992/ p.123. 
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Occasionally / the government intervens to correct 
market distortions through monetary measures (like 
changes in interest rates, quantity of money etc.) and 
fiscal measures (like taxes, subsides etc.). 
In a socialist economy, the plan lays down the 
rate and shape of industrial set up. It also uses 
the instruments of monetary and non-monetary 
incentives and praise or punishments for furtherance 
of its goals. In a mixed economy with planning, both 
the market and State intervention are made use of. 
Market prices and profits determine the volume of 
production and consumption in the economy. At the 
same time, State intervention becomes necessary for 
demarcation of spheres between the public and the 
private sectors, and for the regulation and control 
of private sector to ensure the implementation of plan 
2 
priorities. In short. Industrial Policy provides 
guidelines for the effective coordination and 
integration of the activities of various sectors of 
the economy with a view to achieving a balanced and 
self-reliant pattern of developpment that can ensure 
3 
rapid growth of output and employment. 
2. Agrawal, A.N.; 'Indian Economy: Problems of 
Development and Planning', Vikas Publishing House 
Pvt. Ltd., New Delhi, 1983, p.469-470. 
3. Mamoria/ C.B., Organization and Financing of 
Industries of India, Kitab Mahal, Allahabad, 1978, 
p.l. 
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Industrial Policy in Developing Countries : 
In Third World countries/ it is now realized 
by all that an appropriate industrial policy of State 
intervention is a must for the development of an under-
developed economy. It is all the more true in case 
of countries supporting large population with limited 
resources. In such countries/ a well-designed 
industrial policy is important for several reasons. 
Firstly/ a policy is necessary as the task of 
industrialization is enormous and requires participa-
tion of the governments in a big way. The private 
sector/ on its own/ cannot find and often is not 
willing to invest enough resources to undertake the task / 
especially in providing infrastructure where investments are 
huge and returns are comparatively very low or negligible. 
Hence/ the government will have to earmark areas of economic 
activity for itself/ while leaving certain areas for 
private enterprise/ and listing areas where both 
public and private enterprises can pool their 
resources. Generally/ the government concerns itself 
with the provision of such things as economic and 
social overheads like roads/ railways/ basic and 
heavy industries like steel/ electricity/ etc. 
Private sector is usually assigned the consumer goods 
industries/ which require small finance/ promise 
quick return arid face uncertainties of market demand. Even 
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in this field where goods are of mass consumption/ 
of standard quality and figure in the consumption of 
poor people; government may have to undertake 
production of such goods for considerations of social 
welfare. The Government and the private sector may 
join hands in certain projects where the state largely 
provides finance and private enterprises largely 
provide managerial skills and organizational 
efficiency. 
Secondly/ regulation of private sector is of 
considerable importance where development is 
programmed through planning. In such a context/ where 
priorities for the use of limited resources are laid 
down in the plan/ the planning authority cannot permit 
deviations or use of scarce resources for non-
priority industries. Therefore / to make private sector 
fall in line with the programmes of plans, control 
and regulation is necessary. 
Thirdly/ any programme of industrial develop-
ment/ in initial stages/ necessitates an economic 
policy that depends on foreign aid. to augment 
resources/ provides protection to domestic industries 
from foreign competition etc. Such policies have very 
close bearing on domestic economic activity. Thus/ 
in order/ to make the two sectors - domestic and 
foreign - function in the manner desired by the 
-6-
programmes of development/ an overall industrial 
policy to coordinate the activities of different 
sectors becomes essential. 
The foregoing reasons for an industrial policy 
for development in the context of developing nations 
boils down to modification of the market - economy 
to an extent of its regulation and replacement/ in 
part, by the public sector. Such an approach, 
popularly called mixed economy, became the hallmarks 
of industrial policy of a number of governments of 
many developing countries over the last four or five 
decades. The philosophy implicit in it appears to go 
well with the economic conditions of many Third World 
countries in the past. The approach/ however/ has 
undergone vast changes especially after the disintegra-
tion of the U.S.S.R. and replacement of centrally 
planned economies by the market-oriented economies in 
many East-European countries. Even in Peoples Republic 
of China/ the Government has initiated market-
orientation of its economy. 
In fine/ it must/ therefore/ be mentioned that 
the late Eighties have witnessed changes of far-
reaching consequences which have brought to the 
surface that howsoever fast the developments may he, 
such improvements cannot be sustained if they are 
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against the wishes of the masses. Any policy/ if it 
is to serve the interests of the people at large/ 
must conform to the changing values of time. How the 
industrial policy of India has fared over the last 
four decades or so forms the subject matter of the 
next chapter. 
CHAPTER - II 
CHAPTER - II 
INDIAN INDUSTRIAL POLICY DURING THE PLAN PERIOD 
The Industrial Policy of India owes its origin 
to the British period in India. The early industrial 
policy of the British Government has been aptly 
summed up by Vera Anstey as follows : 
"It was thought inevitable that India should 
remain predominantly agricultural, whilst the Govern-
ment wished to avoid both the active encouragement 
of industries that (like the cotton mill industry) 
competed with powerful English interests and increased 
state expenditure. Hence, even at the end of the nine-
teenth century, all that the Government did was to 
provide a certain amount of technical and industrial 
education and attempt to collect an industrial informa-
tion. 
The Industrial Policy of any nation concerns 
itself with the growth and development of industries 
in wider perspective. The term 'Indian Industry' 
includes all sorts of industries big or small, 
indegenous or modern. Indian industries made their 
mark right from the medieval times and earlier. After 
the fall of Moghul Empire, the Indian textiles evoked 
the envy of the British, who sought to destroy it. 
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Invention of steam power and machines helped in laying 
the foundations of modern industries first in Europe 
and then elsewhere. In India/ too/ a modest beginning 
in the field was made during the British regime. It 
was, however only after Independence that the develop-
ment of basic and strategic industries was taken up 
in a systematic and planned manner. 
The first cotton or jute mill or engineering 
workshop owed its existence to the efforts of British 
businessmen who inspired their Indian counterparts 
to join hands at a later stage to make independent 
efforts. The general British attitude of apathy or 
even of hostility towards Indian industry, accept as 
a subservient partner, is illustrated by the 
imposition of cotton excise duties to please 
Lancashire interests towards the close of the last 
century and by the lack of any response whatsoever 
in London's money market for financing the first 
major enterprises in the country by 'Tata' at the 
2 
beginning of this century. 
1. Ahmad, M. Mushtaque, Putting pep into industry, 
Financial Express, New Delhi, October 25, 1990, 
p. 5 . 
2. Mukherji, A.K., "Economics of Indian Industry", 
S. Chand & Co. Ltd., New Delhi, 1985, p. 220. 
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The East India Company initially encouraged the 
development of such indegenous industries which 
catered to its exports needs. But the policy was later 
reversed for the benefit of industries in Great 
Britain and the Government followed the ' lasses-faire' 
3 
policy. Towards the end of the century a few attempts 
were made to introduce a more progressive policy. Mr. 
Alfred Chetterton was appointed on special duty to 
organize and develop technical trades and industries 
like handloom weaving; develop leather tanning/ wrill-
4 
boring/ aluminium manufacture etc. The first upsurge of 
the Swadeshi Movement occurring about this time and 
gathering momentum by subsequent events gave an 
impetus to industrialization. In 1905/ the Commerce 
and Industry Department was set up with a view to 
stimulate a coordinated industrial policy in tiuf 
provinces. Separate Provincial Departments of 
Industries were set up to which were assigned the task 
of pioneering new activities such as active 
cooperation and granting loans in the development of 
aluminium and leather tanning industries. The hostile 
attitude of the secretary of state (Lord Morley) and 
the protest of the British vested interests could be 
Mamoria/ C.B., "Organization and Financing of 
Industries in India"/ Kitab Mahal/ Allahabad, 
1978, p.l. 
Acharya, B.K. and Govekar/ P.B., Principles of 
Business Organization, A.R. Sheth & Co./ Bombay, 
1965, p.953. 
11-
overcome by the popular demand for a more progressive 
5 
industrial policy. After 1910, Provincial Directors 
of Industries were appointed to collect and disseminate 
information,, carry on research, supervise industrial 
training and advise government with regard to 
technical matters. When the First World War broke 
out in 1914, industries had not sufficiently developed 
to cope with the new situation. An urgent need was 
felt to foster a new constructive economic policy in 
India. The British Government, therefore, appointed 
an industrial Commission in 1916 to conduct a 
comprehensive survey of Indian resources and 
industrial possibilities which submitted its report 
in 1918 with the recommendations that the Government 
should help the large organized industries by 
providing for a fully equipped provincial industrial 
and chemical service, with an adequate scientific 
staff and by creating provincial Departments of 
Industries . 
The period of World War Second saw a notable 
expansion in many of the industries of undivided 
India. In 1944, the Indian Government set up a 
Planning and Development Department under Sir Ardeshir 
5. Mukherji, A.K., Op.cit . , p.221. 
6. Agrawal, A.N., "Indian Economy : Problems of 
Development and Planning, Vikas Publishing House 
Pvt. Ltd., New Delhi, 1983, p.469. 
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Dalal. This Department issued a statement of 
Industrial Policy in April/ 1945. The object of this 
announcement was to remove the uncertainty which 
appeared to impede the plans of development of private 
industries. 
The Government prepared a list of basic 
industries of national importance which included "air-
craft/ automobiles and tractors/ chemical and dyes/ 
iron and steel/ prime movers/ transport vehicles/ 
electrical machinery/ machine tools/ chemicals and 
non-ferrous metal industries." Apart from these key 
industries/ it was laid down that certain industries 
where tax element was predominant might also be taken 
over by the Government. All other remaining 
industries would be left for private enterprise. In 
1946, the Government of India appointed the Advisory 
Planning Board to deal with the question of defining 
the boundaries between state and the private 
enterprise. In 1947/ an industrial conference was held 
in New Delhi under the chairmanship of the Minister 
of Industries and supply of the Government of India 
which delimited the scope of private and state 
enterprise in the interest of the industrial 
development of the country. This Industrial 
conference adopted a resoloution indicating the 
industries (1) which should be under state ownership 
-13-
and management/ (2) which may be jointly owned and 
managed by the state and private sector/ and (3) which 
7 
are to be owned and managed by private enterprise. 
Post Independence Industrial Policy : 
After attaining independence by India on August 
15/ 1947/ the Congress Government came into power. 
The period was marked by typical post^jwar inflation 
throughout the world which had appeared as the 
aftermath of War. The production of India had declined 
but the population was rapidly increasing. Inflation 
was worsened by the political disturbance of the 
country and the refugee rehabilitation problem. So 
from the standpoint of the need to increase production 
and to counter inflationary tendencies/ it was 
necessary to announce an industrial policy. The 
Government of India announced its first Industrial 
Policy Resolution on April 6/ 1948/ keeping in view 
the economic conditions obtaining in the country. 
The specific objectives of the 1948 Industrial 
Policy Resolution were as follows : 
!• to establish a social order where justice and 
equality of opportunities could be assured to 
all the people; 
7. Mamoria/ C.B. Op.cit./ pp. 1-4 
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2. to promote rapid rise in the standard of living 
of the people by exploiting the hidden and the 
available resources of the country; 
3. to accelerate production by all possible means 
to meet the needs of growing population; and 
4. to provide more and more opportunities for 
employment. 
The main emphasis was to increase the wealth 
of the country through rapid industrialization and 
thus raise national as well as per capita income. A 
noteworthy feature of the Resolution was to say 
goodbye to the 'laissez-faire' policy. Besides/ the 
Industrial Policy Resolution envisaged the policy of 
mixed economy, according to which the state must play 
a progressively active role in the industrial develop-
9 
ment of the country. The Resolution made a clear 
demarcation of large-scale industries into four 
broad categories as follows : 
8. Sivayya, K.V. and Das, V.B.M., "Indian Industrial 
Economy", Sultan Chand & Co. Ltd., New 
Delhi, 1983, pp. 173-174. 
9. "India's Industrial Policy", The Statesman, Delhi, 
April 7, 1948, p.5. 
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(A) The first category included the production of 
arms and ammunition, production and control 
of atomic energy, ownership and management of 
railways were to be the absolute monopoly of 
the central government. Besides these, it was 
also laid down that the Government would also 
have power, in an emergency, to take over any 
industry vital for national defence. 
(B) The second category included coal, iron and 
steel, air-craft manufacturing, ship-building, 
manufacture of telephone, telegraph and 
wireless equipments (including radio-receiving 
sets) and minerals were reserved for 
production by the Central or the State 
Government undertakings. 
Besides, the industries which were covered by 
the category 'B' but were already in the private 
sector, the policy provided that all such industries 
would be allowed to continue in the same sector for 
a period of 10 years. During this period, all the 
facilities for the expansion and development were to 
be allowed. On expiry of this period, the Government 
had to decide whether to take over the management of 
the industries in the light of the circumstances 
(prevailing) at that time. If the state was to acquire 
-16-
any undertaking/ compensation would be paid on a fair 
and equitable basis 10 
(C) The third category included industries of such 
basic importance that the Central Government 
would feel it necessary to control and 
regulate them in consultation with the state 
Government concerned. It comprised certain 
basic industries such as salt/ automobiles/ 
tractors/ prime movers/ electronics/ 
electrical engineering heavy machinery/ 
machine tools/ heavy chemicals fertilizers/ 
electro-chemical industries/ non-ferrous 
metals/ rubber manufactures/ power and 
industrial alcohol/ cotton and woollen 
textiles/ cement/ sugar/ paper and newspaper/ 
air and sea transport/ minerals and industries 
L'Qlating to deionce. IL was aloo iaid down that 
the Central Government could take over any 
industry vital for national defence. 
(D) The fourth category comprising the rest of the 
industries not covered by the above categories 
were normally left open to private enterprise, 
individual as well as cooperative. However, 
10. Text of Industrial Policy Resolution"/ The 
Statesman, Delhi, April 1, 1948/ p.5. 
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it was also laid down that the state would be 
allow<id to participate progressively even 
in this field; nor will it hesitate to 
intervene whenever the progress of an industry 
under private enterprise is unsatisfactory. 
Besides the above categories; the Resolution 
also laid down the predominant role of cottage and 
small-scale industries for fuller utilization of 
local resources of the country and reaching the goal 
of self-sufficiency in consumer goods and as such the 
state would have to extend financial assistance for 
their expansions. 
While recognizing the significance of smooth 
and sound labour and management relations the 
Resolution emphasized a proportionate rise in the 
share of labour to an increase in industrial produc-
tion. The Resolution also recognized the role of 
foreign capital in a developing economy with 
policies of rapid industrialization. 
In short/ the main thrust of the 1948 
Industrial Policy was to lay the foundation of a 
mixed economy in which both private and public 
11. "India's Industrial Policy", The Statesman, Delhi, 
April 7, 1948, p.5. 
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enterpcises would march hand in hiand to nccc.lornto 
the pace of industrial development. The industrial 
programmes of the Five Year Plans were formulated with 
this concept in view. 
Industrial Policy Resolution* 1956 : 
Since the adoption of the 1948 Resolution 
significant development took place in India. Planning, 
had preceded on an organised basis and the First Five 
Year Plan had been completed; the constitution of 
India, guaranteeing certain fundamental rights to all 
citizens with Directive Principles of State Policy 
was adopted/ Parliament had accepted the 'socialist 
pattern of society' as the basic aim of social and 
economic policy in 1954. These important developments 
nocoaoiaLod the roformulation a fresh statement of 
industrial policy in clearcut terms. Hence the 
second Industrial Policy Resolution was announced on 
1 ? April 30, 1956, replacing the Resolution of 1948. 
The Industrial Policy Resolution, 1956 was 
quite comprehensive and specific as compared to the 
Industrial Policy Resolution of 1948. As against four 
categories under the; 1948 Resolution, the Resolution 
12. The Statesman, Delhi, May 1, 1956, p.l. 
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of 1956, divided industries into three main 
categories : 
First Category : 
It comprised of 17 industries which were mostly 
public utilities/ basic and strategic industries and 
which required very huge investments. These industries 
were left to the exclusive responsibility of the 
State. The State will take all measures needed for 
their establishment and development. Also, the State 
shall seek the help of the private sector for setting 
up new units, wherever the national interest requires. 
The Central Government will have an absolute 
monopoly over the establishment and development of 
the railway transport, arms and ammunition and 
atomic energy. Wherever cooperation with private 
participation is necessary, the State will ensure the 
interests of the country either through the capital 
or otherwise. Thus, the State had the power to guide 
the policy and control the operations of the underta-
kings. 
Second Category : 
The second category comprised of 1? industries 
which were mostly heavy industries which were to be 
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progressively State-owned- However/ the private 
enterprise would be allowed to supplement the efforts 
of the State. 
Third Category : 
The rest of the industries, not included in 
the first and second categorce^ came under the third 
category which were mostly consumer goods industries. 
The future development of these industries in general 
was left to the initiative and enterprise of the 
private sector. Industries under this category had 
to fit into the framework of social and economic 
policy of the State and be subject to control in terms 
of the industries (Development and Regulation) Act 
13 
and other relevant legislations. 
In spite of this clearcut grouping of 
industries under three categories, these categories 
were not watertight compartments and room for 
exceptions could be made. In appropriate cases, 
private units might produce an item in category A for 
meeting the industry's own requirements or as 
by-products. The basic objective of the Resolution 
was to create a 'mixed economy' in India. 
13. Ahmad, M. Mushtaque, Putting pep into industry, 
Financial Express, New Delhi, October 25, 1990, 
page 5. 
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Encouragement to the Private Sector : 
The Policy Resolution had encouraged the 
private sector by allowing them to develop the 
industries included in the third category. The future 
policy of the Government/ therefore/ would have been 
to facilitate and encourage the private enterprise 
in the development of industries according to the 
policies and programmes of the successive Five Year 
Plans/ by ensuring the development of the transport/ 
power and other services/ and by appropriate fiscal 
and other measures. 
The policy provided that tbie State would 
concentrate on measures designed to improve the 
competitive strength of the small-scale products by 
constantly improving and modernizing the techniques 
14 
of production. The Resolution stressed the necessity 
of reducing the regional disparities through the 
planning process by securing a balanced and 
coordinated development of the industrial and the 
agricultural economy in each region, so that the 
entire country could attain higher standards of 
living. 
14. Desai / Basant-/ Organization and Management of 
Small Scale Industries/ Himalaya Publishing 
House.- Bombay/ 1979/ p. 20. 
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In order to meet the shortage of technical 
and managerial personnel the Resolution stressed on 
both public and private sectors, and extension of 
training facilities in business management in 
universities and other institutions. The Resolution 
provided that there should be joint consultation of 
workers/ technicians and management, wherever possible 
and that labour should be associated with management. 
The Resolution also stressed that there should be 
decentralization of authority wherever possible, and 
e 
that It should precede on business lines. 
In short, the Industrial Policy Resolution of 
1956 was very comprehensive and contained the 
policies, procedures, rules and regulations which were 
essential to control industrial undertakings and shape 
the pattern of industrialization. It incorporated the 
fiscal/ monetary, tarrif and labour policies of the 
Government and its attitude towards public and private 
sectors. It also envisaged Government attitude towards 
foreign assistance. In view of all the above salient 
features. Industrial Policy Resolution of 1956 may 
be described as an 'economic constitution' based upon 
its political counterpart, the constitution of India. 
15. The Statesman, Delhi, May 1, 1956, p.l 
-23-
In the light of the Industrial Policy 
Resolution of 1956, the Second and Third Five Year 
Plans, (Three Annual Plans and the Fourth Five Year 
Plan) accorded high priority to rapid industrializa-
tion with particular emphasis on the pattern of 
industrial development of basic and heavy industries, 
so as to strengthen the industrial base of the 
country. 
with a view to relax control and encourage the 
growth of medium-sized industries^the expansion limit 
for obtaining licence under the industries (Develop-
ment and Regulation) Act, 1951 was revised in 1964 
from Rs. 10 lakhs to Rs. 25 lakhs. Moreover, measures 
were taken to streamline and expedite the procedures 
of licensing, import of raw materials and capital 
goods, issue of capital and approval of foreign 
collaboration agreements. Industries such as cement 
and paper were exempted from licensing provision of 
the Industries (Development and Regulation) Act, 1951. 
As mentioned above, the industrial development 
during the Fourth Five Year Plan was guided by the 
broad principles enunciated under the Industrial 
Policy Resolution, 1956, which did not provide for 
a conducive climate for the industries in private 
sector. A number of measures were taken by the 
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Government to encourage the private sector during the 
Fourth Five Year Plan period. In order to deal with 
the problem of sickness in industrial units the 
Industrial Reconstruction Corporation (IRC) was set 
up to assist units which had closed or were threatened 
with closure. In order to remove uncertainties/ a 
modified industrial licensing policy was announced 
in February/ 1973. To expedite decisions on 
applications for licences from the private sector/ 
the Secretariat for Industrial Approvals was 
constituted in November 1973/ with a time-bound 
schedule for scrutiny of different aspects of such 
applications. 
Simultaneously/ the Monopolicies and Restric-
tive Trade Practices Act (MRTP Act) was brought into 
force from June/ 1970 with a view to check concentra-
tion of economic power. In the name of checking 
concentration of economic power/ the Government simply 
discouraged the private sector and tightened its grip 
not only on the public sector undertakings but 
actually extended it by intending to build industries 
for producing consumer goods. In pursuance of the 
policy of dispersal of industries/ backward districts 
were provided with concessional finance from financial 
institutions alongwith 15% investment subsidy by the 
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Central Government. A Scheme for transport susidy was 
initiated for industries located in Jammu and Kashmir/ 
States and Union Territories in the North-Eastern 
region; Himachal Pradesh/ Hill Districts of Uttar 
Pradesh/ and Andaman/ Nicobar and Lakshdweep islands. 
The Government of India reaffirmed that the 
Industrial Policy Resolution of 1956 would continue 
to govern the direction of Industrial Policy during 
the Fifth Five Year Plan period. Consequently/ in the 
Fifth Five Year Plan it was. laid down that the 
public sector would also undertake to build industries 
in such essential consumer industries like paper/ 
drugs and pharmaceuticals and textiles. It was also 
envisaged that the cooperative sector would be 
encouraged particularly in the development of 
additional capacity in Agro-based industries and mass 
consumption goods. The industrial Licensing Policy 
for the Five Year Plan was set out in February, 1973. 
The Industrial Licensing Policy announced on 
February 18/ 1970/ was formulated in the context of 
the Fourth Five Year Plan. The Government considered 
it desirable to update the industrial licensing policy 
in order to reflect the approach to the Fifth Five 
Year Plan and taking into account the legal and 
institutional arrangements that were then available 
16. Draft Fifth Five Year Plan/ 1974-79,Volume II, 
Planning Commission/ Government of India/ New 
Delhi, D.134. 
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for the effective control of the concentration of 
economic power. 
Infustrial Policy Statement of 1973 : 
Though the Congress Government was not able 
to develop an efficient public sector/ it was going 
ahead with programmes of progressive nationalization 
and expansion of the public sector. This created 
uncertainty in investment climate and thus 
discouraged the private sector invcjstments / resulting 
in slow rate of growth of industrial production -
the logical consequence of the inherent contradiction 
in the mixed economy. The Government/ therefore/ 
decided to modify its policy and announced its 
modified industrial policy on February 2/ 1973/ in 
the context of the approach to the Fifth Five Year 
Plan. The press note issued on this matter stated 
that the 1956 Industrial Policy Resolution will 
continue to govern Government's policies for 
achieving the objective of growth with social 
justice and self - reliance in the industrial 
sphere. 
17. Financial Express/ New Delhi/ February 3, 
p.8. 
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The Government was to assure the private 
sector that no more nationalization of industries 
was being contemplated. The large houses were 
assured of greater liberalization in the grant of 
industrial licenses/ without much interference by 
the Monopolies and Restrictive Trade practices 
Commission. The liberalization (of licensing) was 
welcomed in the private sector.1° 
Industrial Licensing Policy of 1975 : 
The Government announced major changes in 
liberalizing industrial licensing policy in October 
1975. It delicensed 21 industries and permitted 
unlimited expansion beyond the licensed capacities/ 
to foreign companies and monopoly houses in 30 other 
important industries. The unlimited expansion of 
production by monopoly houses and foreign companies 
were allowed provided the excess production is either 
exported or sold in accordance with the directions 
of the Government. The medium entrepreneurs/ i.e./ 
those not covered by the MRTP Act were not required 
to obtain a licence upto Re. 1 crore in the case of 
new units and upto Rs. 5 crores in case of expansion. 
This delicensing covered heavy investment 
industries. 
18. Financial Express/ New Delhi/ February 
3/ 1973/ p.8. 
19. Gadgil/ P.G. and Gadgil, P.L./ 'Industrial 
Economy of India'/ S.Chand and Co.Ltd./New 
Delhi/ 1985/ p.477. 
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Industrial Policy Statement of 1977 : 
The Government announced it^ ^ .lew industrial 
policy statement on December 23/ 1977 but made it 
clear that the broad framework of industrial Policy 
Resolution of 1956 was still valid. The reasons were 
that for the past twenty years/ Government policy 
in the sphere of industry had been governed by the 
Industrial Policy Resolution of 1956. While some 
of the elements of that Resolution/ in regard to the 
desirable pattern of industrial development/ still 
remained valid/ the results of actual policies in 
the industrial field had not been upto the 
expectations or declared objectives. The growth of 
per capita national income during the last ten years 
had been about 1.5 per cent per annum and was 
clearly inadequate to meet the needs of a developing 
economy. Unemployment had increased/ rural-urban 
disparities had widened and the rate of real 
investment had stagnated. The growth of industrial 
•SitJc^eSS in the last decade had become widespread and 
some of the major industries were the worst-affected. 
The pattern of industrial costs and prices had tended 
to be distorted; and dispersal of industrial activity 
away from the larger urban concentrations had been 
, 20 
very slow-
20. "Text of Statement on New Industrial Policy"/ 
The Hindustan Times/ New Delhi/ December 
24/ 1977/ p.8. 
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The new Industrial Policy must/ therefore/ be 
directed towards removing the distortions of the past 
so that the genuine aspirations of the people could 
be met within a time-bound programme of economic 
development. Besides/ the Government also considered 
measures whereby managers or owners who were 
responsible for mismanaging and turning their units 
sick were not permitted to play any further part in 
the management of other units. However/ the 1977 
industrial policy was a meA^^ extension of the 
Industrial Policy of 1956/ because the new policy 
was directed merely towards the removal of the 
distortions. 
Industrial Policy Statement of 1980 : 
When the congress Government recaptured power 
at the Centre in 1980/ a new industrial policy was 
announced on July 23/ 1980 based on the proposition 
that "industrializaton is a sine qua non of economic 
progress." The statement reaffirmed the Government's 
faith in the Industrial Policy Resolution (IPR) of 
1956 and aimed at higher productivity/ higher 
employment generation, correction of regional 
imbalances/ faster promotion of export-oriented and 
import substitution industries/ strengthening the 
agricultural base by promoting agro-industries/ 
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dialogue with the industry to ensure rationalized 
prices to befit the consumer etc. To revive the 
economy and to normalize the situation the following 
policy measures were proposed: 
1) Redefining of Small-Scale Units : 
The growth-oriented policy/ in the light 
of the rise in the cost of machinery and plant and 
to boost the development of small-scale industries 
and to ensure their rapid growth/ enhanced the 
investment limits of the following industries as 
under: 
i) for tiiiy units from Re. 1 lakh to 
Rs. 2 lakhs. 
ii) for small-scale units from Rs. 10 lakhs 
to Rs. 20 lakhs. 
iii) for ancillary units from Rs. 15 lakhs 
to Rs. 25 lakhs?-^ 
2) Promotion of Village and Cottage Industries: 
Considerable attention was paid towards the 
development of village and cottage industries to 
increase employment genisration. Here/ handlooms/ 
handicraft/ Khadi and other village industries were 
to revive priority to achieve faster rate of growth 
in villages. 
21. Financial Express/ New Delhi/ July 24/ 1980/ p.l. 
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3. Regularization of Unauthorised excess Capacity 
Installed in the Private Sector : In most of the 
large-scale industries/ installed capacities exceeded 
licensed capacities. To maximise production, 
particularly in the industries assuming national 
interest or those engaged in the production of mass 
consumption goods/ it was proposed to regularize 
installed capacities in exce-ss of the 'licensed 
capacities'. FERA and MRTP Companies were considered 
on selective basis. 
4. Provision for Automatic Expansion : The New 
Policy made a provision that th'S large units could 
expand 5 per cent per annum or 25 per cent in a five 
year period. This provision undoubtedly assisted 
the industries which were unable to achieve full 
capacity production due to licensing restriction. 
This expansion was in addition to the normal facility 
to produce upto 25 per cent in excess of licensed 
22 
capacity. 
5. Effective Operational Management of the 
Public Sector: The New Policy rightly 
realised to improve the efficiency of public sector 
undertakings. It proposed to examine industrial 
22. Financial Express/ New Delhi/ July 24/ 1980/p.4. 
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undo--takings on a unit by unit basis and remedial 
action to revive the undertaking. To improve the 
performancce of the public sector, emphasis was 
placed on development of management cadres in 
functional fields such as operations, fin.^v:e, 
marketing and informational system. The Policy also 
proposed to set up 'nucleus plants' in each district, 
identified as industrially backward, to generate as 
many ancillaries and small and cottage industries 
as possible, so that the regional disparities are 
removed. 
6. Industrial Sickness and the State Policy of 
Mergers and take-overs: The policy clearly 
mentioned that industrial units found guilty of 
deliberate mismanagement leading to industrial 
sickne.-3 should be dealt with firmly. To ensure this, 
the Government proposed to introduce "a checklist 
to serve as early warning systems for identifying 
symptoms of sickness". Moreover, in the case of 
•existing sick units which show adequate potential for 
revival, it would be the policy of government to 
encourage their merger with healthy units which were 
capable of managing the sick units and restoring 
their viability. However, takeover of sick units 
by the Government would be made only as a last 
resort. 
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7) Promotion of export-oriented Industries : 
The Policy proposed to offer special facilities 
for export-oriented units such as liberal import of 
technology/ creation of capacity large enough to make 
23 
the unit competitive in the world market. Thus/ the 
1980 Industrial Policy Statement also/ to a large 
extent/ endorsed the 1956 Industrial Policy and aimed 
at higher productivity/ higher employment generation/ 
removal of regional disparities/ faster promotion of 
export-oriented and import substitution industries/ 
strengthening the agricultural base by promoting agro-
based industries etc. But all these socio-economic 
objectives were accepted throughout the planning 
process. 
The 1985 Liberalization Measures : 
Soon after resumption of power in 1984/ the 
Congress Government brought about a sea-change in 
terms of liberalization of industrial licencing policy 
in favour of large business houses/ particularly in 
terms of making them free from the provisions of MRTP 
and FERA Acts. The major changes introduced were as 
follows : 
23. "Text of Industrial Policy Statement"/ Financial 
Express/ New Delhi/ July/ 24, 1980, p.4. 
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1) The scheme for reendorsement of capacity was 
liberalised/ automatic increase was granted to units 
wanting to achieve economies of scale and a 49 per 
cent rise in capacity due to modernization was 
allowed- On 30th January, 1986/ the Government decided 
to delicentfe 23 industries covered by MRTP and FERA 
Acts, provided the industrial undertaking was 
located in any of the centrally-declared backward 
areas . 
2) In order to encourage production and to provide 
flexibility to the manufacturers to adjust their 
product/ the concept of broad-banding was introduced 
in a large number of items. 
3) The threshold asset limit for companies under 
MRTP Act was raised from Rs. 20 crores to Rs. 100 
crores. As consequence/ 112 companies came out of 
the purview of the MRTP Act leaving 379 unit still 
under MRTP Act. 
4) The investment limit for small-scale units 
was enhanced from Rs. 20 lakhs to Rs. 35 lakhs and 
for ancillaries from Rs. 25 to Rs. 45 lakhs. However/ 
nearly 200 items which were on reservation list were 
de-reserved and made open for the medium and large 
scale sector. 
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The 1988 Liberalization .Measures : 
1) The union government announced on June 3/ 1988 
its further liberalization of industrial licensing 
and incentives to accelerate the pace of industrial 
growth and also provided a strong stimulus to 
industrialization of backward areas. The industrial 
licnsing system was liberalized in a very substantial 
manner for non-MRTP and non-FERA companies. These 
companies were no longer required to obtain industrial 
licences except in certain cases. The limit of 
delicensing in non-backward areas was increased from 
Rs. 5 crores to Rs. 15 crores . For centrally declared 
backward areas/ it was raised to Rs. 50 crores. Under 
the policy package/ the number of industries requiring 
'compulsory licensing was reduced from 56 to 26 by 
merging into one of the existing lists of industries 
in schedule IV and V of the notification under the 
24 Industries (Development and Regulation) Act. 
2) The facility of delicensing given to non-MRTP 
and non-FERA companies would not be available if the 
project was located in urban areas (i) 50 km of the 
periphery of cities having a population of more than 
25 lakhs; (ii) 30 km of the periphery of cities having 
24. The Economic Times/ New Delhi/ June 4, 1988/ p.l. 
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a population of more than 15 lakhs but less than 25 
lakhs; (iii) 15 km of the periphery of cities having 
population of more than 7.5 lakhs but less than 15 
lakhs; and (iv)/the standard urban area municipal 
. . 25 
limits of other cities and towns. 
3} In order to promote industrialization ix^ 
backward areas/ new industrial undertakings 
established in declared backward areas/ were exempted 
from Income-Tax under section 80 HH of Indian Income 
Tax 'Act 1961 by way of deduction of 20 per cent of 
the profits which would be available for a period of 
10 years. Furthermore/ under section 80-1 of Income 
Tax Act/ all new undertakings were exempted from 
Income Tax by way of deduction of 25 per cent of the 
profits for a period of 8 years. The benefits of both 
these sections were available cum ulatively to 
industrial undertakings established in notified 
backward district. 
The 1990 Industrial Policy Statement : 
The Janata Dal Government announced its new 
Industrial Policy statement ojv May 31/ 1990. The New 
Industrial Policy accorded further liberalization for 
25. The Economic Times/ New Delhi, June 4/ 1988, p.l. 
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speeding up the pace of industrial growth. In 
pursuance of the policy to reorient industrial develop-
ment to serve the objective of employment generation/ 
dispersal of industry in the rural areas and to 
enhance the contribution of small-scale industries 
to exports/ following measures were taken : 
1) The investment ceiling in plant & machinery 
for small-scale industries (fixed in 1985) 
would be raised from Rs. 35 lakhs to Rs. 60 
lakhs and for ancillary industries from 45 
lakhs to 75 lakhs. In orderto enable small-
scale industries to play an important role in 
total export effort/ such of the small-scale 
industries which undertake to export atleast 
30 per cent of the annual production by the 
third year would be permitted to step up their 
investment in plant and machinery to Rs. 75 
lakhs. 
2) The investment ceiling for tiny industries 
would also be increased from present Rs. 2 
lakhs to Rs. 5 lakhs. 
3) (i) Presently/ 836 items have been reserved 
for exclusive manufacture in small-scale 
sector. 
(ii) A new scheme of Central Investment Subsidy 
exclusively for small-scale sector in rural 
and backward areas capable of generating 
higher level of employment at lower capital 
cost would be implemented. 
(iii) With a view to improving the competitive-
ness of the products manufactured in the small-
scale sector; programmes for modernization and 
upgradation of technology would be implemented. 
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4) In order to assist the large number of artisans 
engaged in the rural and cottage industries/ 
the activities of Khadi and Village Industries 
Commission (KVIC) and Khadi and Village 
Industries Boards (KVIBs) would be expanded/ 
and these organizations would be strengthened 
to discharge the responsibility more 
effectively. 
5) In agro-processing industries, the Industrial 
Policy would specially promote projects which 
were organized in close cooperation on the 
basis of joint ownership. Growers will be 
encouraged to set up processing units within 
the framework of cooperative societies or 
similar institutional framework. This would 
also ensure the transmission of better 
technology for enhanced agricultural produc-
tion. 
6) In sectors where units require licensing, the 
policy would also encourage location of 
processing units in rural areas where growers 
are concentrated. 
7) Agro processing industry would receive high 
priority in credit allocation from the 
financial institutions. 
8) In order to bring the best technology 
available to these industries, technology 
approvals would be given within 30 days of 
presentation to the Secretariat for Industrial 
Approvals (SIA) in the Department of Industrial 
Development. Government would actively promote 
the generation/ adaptation and adoption of 
new technologies in the field. ^  
Procedures for Industrial Approvals : 
Indian Industry needed to be freed from 
unnecessary bureaucratic shackles. While the 
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government would continue to examine large projects 
in view of resource constraints/ decisions in respect 
of medium sized investments were left to the 
entrepreneurs. In order to achieve these objectives/ 
the following decisions had been taken : 
1. Delicensing : All new units up to an investment 
of Rs. 25 crores in fixed assets in 
non-backward areas and Rs. 75 crores in 
centrally notified backward areas: export 
processing zones as well as in the case of 
units which are 100 per cent export oriented 
would the exempted from the requirement of 
obtaining licence or registration. This would 
mean that more than 60 per cent of investment 
in industry would be exempted from requirement 
of obtaining licence or registration.26 
2- Capital Goods : For the import of capital 
goods/ the entrepreneurs would have entitle-
ment to import upto a level of 30 per cent 
of the total value of plant and machinery/ 
required for the unit. 
3. Raw Materials and Components : For import of 
raw materials and cmponents/ import would be 
permissible upto 30 per cent of the ex-factory 
value of annual production. 
4. Foreign Collaboration : In respect of transfer 
of technology^was considered necessary by the 
/ *f ***^F'*^ "o entrepreneur / he would conclude an agreement 
with the collaborator obtaining any clearance 
'tkAhy^^'^^^^t^ from the Government provided that royalty 
^ " payment did not exceed 5 per cent on domestic 
sales and 8 per cent on exports. 
25. The Economic and Political Weekly, New Delhi/ 
June 9, 1990, p. 1237. 
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Foreign investment : Keeping in view the need 
to attract effective inflow of bettor and 
superior technology and easing of balance of 
payments/ foreign direct investment upto 40 
per cent of equity instead of going in for 
external borrowing and creation of employment 
opportunities especially in the small scale 
sector/ would be allowed on an automatic basis. 
In such proposals the landed value of imported 
capital goods should not exceed 30 per cent 
of value of plant and machinery. 
6. Location Policy and Environmental Clearance: 
The location policy would not be applied to 
such industries (enterprises in which foreign 
technology is attracted) by the Centre except 
for location in and around metropolitan cities with 
population above 4 million. For these cities / location 
would not be permissible within 20 km. calculated 
from the periphery of the metropolitan area except 
in prior designated industrial areas and Cor non-
polluting industries such as electronics/ computer 
software and printing. 
7- Export-oriented Units : The Government offered 
inducements for establishing export oriented 
units/ even with foreign collaboration. 100 
per cent export-oriented Units (EOUs) and 
units to be set up in export processing zones 
(EPZs) were also delicensed under the scheme 
upto a investment limit of Rs. 75 crores. In 
a nutshell/ it may be clarified that in the 
application of the proposed list of 836 items 
which were reserved for production in the small-
scale sector would continue to be excluded. 
Units set up by MRTP and FERA companies would 
be covered by the procedures set out above/ 
but they would continue to need clearance 
under the provisions and regulations of these 
two Acts. The existing delicensed industries 
scheme/ exempted industries schemes and 
Directorate General of Technical Developments 
(DGTD) registration system would be abolished. 
Though the policy statement gave unrestricted 
right to conclude foreign collaboration in 
case the royalty payments did not exceed 5 
per cent on domestic sales and 8 per cent 
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on exports/ it was quite deficient in meeting 
the requirements of the Eight Plan approach 
document. 
After discussing the origin and history of 
industrial policy/ we have examined the Industrial 
Policy. Though/ after 1956,, a number of industrial 
policy statements were made and the Government claimed 
to give certain concessions to the private sector/ 
in effect/ the 1956 Industrial Policy Resolution 
predominated throughout the industrial planning 
process in the country except for the mid-Eighties 
when the Government/ compelled by the circumstances/ 
did introduce certain changes in the real sense of 
the term. It is/ however/ the Industrial Policy of 
1991 which seeks to bring about a sea-change in the 
industrial and financial fields. The following chapter 
deals with the 1991 Industrial Policy. 
CHAPTER - III 
CHAPTER - III 
THE INDUSTRIAL POLICY 1991 : ITS SUM AND SUBSTANCE 
Industrial policy has always been considered 
as a sine qua non for speedy industrial growth and 
development/ irrespective of whether it is a 
developed or developing country. It is all the more 
important for a country like India with heavy pressure 
of population and long-standing industrial 
stagnation. 
Policy Objectives : 
Pandit Jawaharlal Nehru laid the foundation 
of Indian Industrial Policy. His vision and determina-
tion have left a lasting impression not only on 
industrial scene but on every facet of national 
endeavour since independence. It is due to his 
initiative that India now has a strong and diversified 
industrial base and is considered a leader of the 
Third World Countries. The goals and objectives set 
out for the nation by Pandit Nehru on the eve of 
independence/ namely/ the rapid agricultural and 
industrial development of our country/ rapid expansion 
of opportunities for gainful employment/ progressive 
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reduction of social and economic disparities/ removal 
of poverty and attainment of self reliance remain as 
valid today as at the time Pandit Nehru first set 
them out before the nation. Any industrial policy 
must contribute to the realization of these goals and 
objectives at an accelerated pace. The present 
statement of industrial policy announced by the 
Congress (l) Government on July 24, 1991, is inspired 
by these very concerns, and represents a renewed 
initiative towards consolidating the gains of national 
reconstruction at this crucial stage. 
After nearly four decades of centralized 
planning, the Government has liberalized the economy 
to permit Indian industry to achieve its full 
potential. For this, it needs to be complemented. 
Widely regarded as an instrument of dynamic industrial 
growth and development, the new industrial policy 
along with the concurrent economic reforms and changes 
brought about in the new foreign trade policy are all 
symbols of the determination of the country to 
move ahead. Indian industry, over the years, has 
functioned under an extremely adverse and complex 
set of rules and regulations which sought to control 
and inhibit rather than motivate and encourage the 
1. The Economic Times, New Delhi, July 25, 1991, p.2. 
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the overall Indian economy to grow to its full 
capacity. The new industrial policy introduced on July 
24; 1991 and other economic reforms will act as 
instruments of dynamic industrial growth. 
Changed Policy Accent : 
As already pointed out i immediately after 
independence/ the Government introduced the first 
Industrial Policy Resolution of 1948. This was 
inspired by the vision of building India rapidly into 
a modern industrial economy, rating employment/ 
removing socio-economic disparities and attaining self-
reliance. It also emphasized the importance to the 
economy of securing a continuous increase in 
production and ensuring its equitable distribution. 
After the adoption of the constitution and the socio-
economic goals/ the industrial policy was 
comprehensively revised and adopted in 1956 by 
focussing more attention on achieving rapid industrial 
growth and development. 
In order to meet new challenges from time to 
time/ the industrial policy was subsequently modified 
through Industrial Policy Statements of 1973, 1977, 
1980, 1986 and 1990, which emphasized the need for 
promoting competition in the domestic market and 
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technological upgradation. 
These policies created a climate for rapid 
industrial growth in the country. Thus/ on the eve 
of the Seventh Five Year Plan (1985-90), a 
broad-based infrastructure was built up. Basic 
industries were established. A high degree of self-
reliance in a large number of items - raw materials/ 
intermediates/ finished goods was achieved/ new 
growth centres of industrial activity were emerged/ 
as had a new generation of entrepreneurs. A large 
number of engineers/ technicians and skilled workers 
2 
were also trained. 
The Seventh Plan (1985-90) recognized the need 
to consolidate Indian industry's strength to respond 
effectively to the emerging challenges. A number of 
policy and procedural changes were introduced in 1985 
and 1986 which aimed at increasing productivity/ 
reducing costs and improving quality. The emphasis 
was on opening the domestic market to increased 
competition and readying our industry to stand on its 
own in the face of global competition. The public 
sector was freed from n niimbor of connl:rnintM nnci 
2. Statement on Industrial Policy/ Ministry of 
-Information and Broadcasting/ Government of India/ 
New Delhi, July 24, 1991. 
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given a larger measure of autonomy. The technological 
and managerial modernization of industry was pursued 
as the key instrument for increasing productivity and 
improving our competitiveness in the world over. The 
net result of all these changes was that Indian 
industry grew by an impressive average annual growth 
rate of 8.5 per cent during this period. 
The pace of deregulation and injection of 
competition through the new policy introduced in July 
24/ 1991 will improve efficiency/ raise productivity 
and help globalization of Indian industry. By 
abolishing controls/ the Government has sought to 
remove bureaucratic interference. The new open door 
policy will act as an instrument of encouragement and 
assist Indian entrepreneurs in exploiting and meeting 
global opportunities and challenges. Government is 
pledged to launching reinvigorated struggle for social 
and economic justice, to end poverty and unemployment 
and to build a modern, democratic, socialist, 
prosperous and forward looking India. Such a society 
can be built if India grows as part of the world 
economy and not in isolation. 
3. Ravi, N. (Editor), The Hindu Survey of Indian 
Industry, 1991, M/S Kasturi & Sons Ltd., Madras, 
page 29. 
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While Government will continue to follow the 
policy of self-reliance/ there would be greater 
emphasis on building up our ability to pay for imports 
through our own foreign exchange earnings. The 
Government is also committed to development and 
utilization of indegenous capabilities in technology 
and manufacturing as well as its upgradation to world 
standards. 
Government will continue to pursue a sound 
policy framework encompassing encouragement of 
entrepreneurship; development of indigenous technology 
thirough investment in research and development 
(R and D) bringing in new technology/ dismantling of 
the regulatory system j 'levelopment of the capital 
markets and increasing competitiveness for the benefit 
of the common man. The spread of industrialization 
to backward areas of the country will be actively 
promoted through appropriate incentives, institutions 
and infrastructure investments. The Government would also 
provide enhanced support to the small-scale sector 
so that it flourishes in an environment of economic 
efficiency and continuous technological upgradation. 
Foreign investment and technology collaboration 
will be welcomed to obtain higher technology/ to 
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increase exports and to expand the production base. 
The government will endeavour to abolish the monopoly 
of any sector or any individuals enterprise in any 
field of manufacture/ except on strategic or military 
consideration and open all manufacturing activity to 
competition. 
Government will ensure that the public sector 
plays its rightful role in evolving socio-economic 
scenario of the country. Government will ensure that 
the public sector is run on business lines as 
envisaged in the Industrial Policy Resolution of 1956 
and would continue to innovate and lead in strategic 
areas of national importance. In the fifties and 
sixties/ the principal instruments for controlling 
the commanding heights of the economy was investment 
in the capital of key industries. Today/ the State 
has other instruments of intervention/ particularly 
fiscal and monetary instruments. The State also 
commands bulk of the nation' savings. Banks and 
financial institutions are under State control. Where 
State intervention is necessary these instruments will 
prove more effective and decissive. 
Government will fully protect the interests 
of labour enhance their welfare and equip them in all 
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respects to deal with the inevitability of 
technological change. Government believes that no 
small section of society can corner the gains of 
growth/ leaving workers to bear its pains. Labour 
will be made an equal partner in progress and 
prosperity. Workers participation in management will 
be promoted. Workers cooperatives will be encouraged 
to participate in packages designed to turn around 
sick companies. Intensive training, skill development 
and upgradation programmes will be launched. 
Government will continue to visualize new 
horizons. The major objectives of the new industrial 
policy package will be to build on the gains already 
made/ correct the distortions or weaknesses that may 
have crept in, maintain a sustained growth in 
productivity and gainful employment and attain 
international competitivenss. The pursuit of these 
objectives will be tempered by the need to preserve 
the environment and ensure the efficient use of 
available resources. All sectors of industry whether 
small/ medium or large/ belonging to the public, 
private or cooperative sector will be encouraged to 
grow and improve on their past performance. 
Government's policy will be "continuity with change. 
4. The Economic Times, New Delhi/ July 25/ 1991/ 
p. 2. 
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In pursuit of the above objectives/ the Govern-
ment decided to take a series of initiatives in 
respect of the policies relating to the following 
areas : 
(A) Industrial Licensing Policy 
(B) Foreign Investment 
(C) Foreign T-3chnology Agreements 
(D) Public Sector Policy 
(E) MRTP Act. 
(F) Small and Tiny Sector 
Industriail Licensing Policy : 
Industrial licensing is governed by the 
industries (Development and Regulation) Act/ 1951. 
Over the years / keeping in view the changing 
industrial scene in the country/ the policy has 
undergone modification. Industrial licensing policy 
and procedures have also been liberalized from time 
to time. A full realization of the industrial 
potential of the country calls for a continuation of 
5 this process of change . 
In the sphere of industrial licensing, the role 
of the Government was to be changed from that of only 
5. The Statesman, Delhi, July 25/ 1991, p.l. 
•51-
exercising control to one of the providing help and 
guidance by making procedures fully transparent by 
eliminating delays. This called for bold and imagina-
tive decisions designed to remove restraints on 
capacity creation/ which at the same time/ ensured 
that overriding national interests are not 
jeopardised. 
In the above context/ industrial licensing has 
hanceforth been abolished for all industries/ except 
for a short list of industries - those specified 
irrespective of levels of investment. These 
specified industries (Annexure-II) will continue to 
be subject to compulsory licensing for reasons related to 
security and strategic concerns/ social reasons/ 
problems related to safety and overriding 
environmental issues/ manufacture of products of 
hazardous nature and articles of elitist consumption. 
The exemption from licensing will be particularly 
helpful to many dynamic and medium entrepreneurs who 
have been unnecessarily hampered by the licensing 
system. Specific decisions of the Government in this 
respect are as follows : 
The Economic Times/ New Delhi/ July 25, 1991, p. 2. 
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(i) Industrial licensing has been abolished for 
all projects irrespective of levels of 
investment except for a short list of 
industries related to security and strategic 
concerns/ social reasons/ hazardous chemicals 
and overriding environmental reasons/ and 
items of elitist consumption (Annexure-II). 
Industries reserved for the small scale sector 
will continue to be so reserved. 
(ii) Areas where security and strategic concerns 
predominate/ will continue to be reserved for 
the public sector (Annexure-I). 
(iii) In projects where imported capital goods are 
required/ automatic clearance will be given. 
a) In cases where foreign exchange availa-
bility is ensured through foreign equity/ 
b) If the GIF value of imported capital 
goods required is less than 25 per cent 
of total value (net of taxes) of plant 
and equipment/ upto a maximum value of 
Rs. 2 crores. In view of the current 
difficult foreign exchange situation/ 
this scheme (i.e.(iii) b) will come into 
force from April/ 1992, 
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In other cases/ imports of capital goods will 
require clearance from the secretariat of 
Industrial Approvals (SIA) in the Department 
of Industrial Development according to 
availability of foreign exchange resources. 
(iv) In locations other than cities of more than 
1 million populations/ there will be no 
requirement of obtaining industrial approvals 
from the Central Government except for 
industries subject for compulsory licensing-
In respect of cities with population greater 
than one million/ industries other than those 
of a non-polluting nature such as electronics/ 
computer software and printing will be located 
outside 25 kms. of the periphery/ except in 
7 
prior designated industrial areas. 
Appropriate incentives and the design of 
investments in infrastructure development will be used 
to promote the dispersal of industry particularly 
to rural and backward areas and to reduce congestion 
in cities. 
(v) Existing units will be provided a now broad 
handling facility to enable them to produce 
7. Indian Express/ New Delhi/ July 25, 1991/ p.l. 
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any article without acaditional investment. 
(vi) The exemption from licensing will apply to all 
substantial expansions of existing units. 
(vii) The mandatory convertibility clause will no 
longer be applicable for term loans from 
the financial institutions for new projects. 
Procedural Consequences : 
All existing registration schemes (delicensed 
registration/ exempted industries registration/ DGTD 
registration) have been abolished. Therefore the 
entrepreneurs will be required only to file an 
information memorandum on new projects and 
g 
substantial expansions. 
Foreign Investment : 
In order to invite foreign investment in high 
priority industries/ keeping in view that foreign 
investment would bring attendant benefits of transfer 
of technology/ marketing expertise/ introduction of 
modern managerial techniques and new possibilities 
8. Kothari/ C M . Kothari's industrial dictionary of 
India/ Kothari Enterprises/ Madras/ 1992, 
p. 143-144. 
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for promotion of exports/ requiring large investments 
and advanced technology, it has been decided to 
provide approval for direct foreign investment upto 
51 per cent foreign equity in such industries. The 
term 'direct investment ' it may be noted/ is normally 
used when the investment is made directly/ and not 
through the stock exchange. Investment through the 
• 9 
stock exchange is called 'portfolio investment. 
This relaxation of foreign equity should send 
the right signaltoattract several multinatitonals. 
Moreover/ the multinational corporations could have 
100 per cent foreign equity/ provided the entire 
production was directed towards exports. Direct 
foreign investment assumes importance in context of 
a serious domestic resources crunch and a slow down 
in the flow of official development assistance. The 
resources of the multinational corporations/ in terms 
of managerial expertise/ technological know-how and 
global influence/ without doubt/ can play a 
significant role in promoting export competitiveness. 
9. Bhattacharya / Bishwajit/ "Foreign Investments and 
the Budget"/ Financial Express/ New Delhi/ July 
27, 1991, p.8. 
10. Financial Express, New Delhi, July 29, 1991, p.6. 
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For the promotion of exports of Indian 
products in the world markets/ the government will 
encourage foreign trading companies to assist Indian 
exporters in export activities. Besides, a special 
empowered boa^rd would be constituted to negotiate 
with a number of large international firms and to 
approve direct-investment in selected areas so that 
purposive negotiations can be carried out with such 
large investments in the development of industries 
and technology in the national interest. Sustained 
efforts would be made in this regard to attract 
substantial investment that would provide access to 
high technology and world markets. The Government of 
India has taken the following decisions in this 
respect : 
(i) Approval will be given for direct foreign 
investment upto 51 per cent foreign equity 
in high priority industries (Annexure-III). 
(ii) While the import of components, raw materials 
and intermediate goods, and payment of know-
how fees and royalties will be governed by 
the general policy applicable to other 
domestic units, the payment of dividends 
would be monitored through the RBI so as 
to ensure that outflows on account of 
dividend payments are balanced by export 
earnings over a period of time. 
11. The Times of India, New Delhi, July 25, 1991, 
p.l. 
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(iii) Other foreign equity proposals, including 
proposals involving 51 per cent foreign 
equity which do not meet the criteria under 
(i) above, will continue to need prior 
clearance. 
(iv) To provide access to international markets, 
majority foreign holding upto 51 per cont 
equity will be allowed for trading companies 
primarily engaged in export activities. 
Foreign Technology Agreements : 
Technology today is the greatest competitive 
weapon in the armour of foreign companies and nobody 
is going to part with high technology for below the 
poverty line royalty payments. 
In the fast changing world of technology the 
relationship between the suppliers and users of 
technology must be continuous one. So with a view 
to injecting the desired level of technological 
dynamism the government will provide automatic 
approval of technology agreements for direct 
investment of upto 51 per cent equity in high 
priority industries (Annexure-III) within specified 
parameters. Similar facilities will be available for 
other industries as well, if such agreements do 
not require the expenditure of free foreign exchange. 
12. Seetharam, G.N. and Arif, Najeeb, "Let us make 
technological choices", Financial Express, New 
Delhi, March 12, 1991, p.6. 
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Indian companies will be free to negotiate the terms 
:of technology transfer with their foreign counter-
part s • according to their own commercial judgements. 
The predictability and independence of action will 
induce to develop indigenous competence for the 
13 , . 
efficient absorption of foreign technology. Specific 
decisions of the government in this respect are as 
follows : 
(i) Automatic permission will be given for 
foreign technology agreements in high 
priority industries (Annexure-III) upto a 
lump sum payment of Re. 1 crore, 5 per cent 
royalty for domestic sales and 8 per cent 
for exports/ subject to total payments of 
8 per cent of sales over a 10-year period 
from the date of agreement or 7 years from 
commencement of production. The prescribed 
royalty rates are net of taxes and will be 
calculated according to standard procedures. 
(ii) In respect of industries other than those 
in Annexure-III, automatic permission will 
be given subject to the same guidelines as 
above if no free foreign exchange is required 
for any payments. 
(iii) No permission will be necessary for hiring 
of foreign technicians, foreign testing of 
indigenously developed technologies. 
13. The Times of India, New Delhi, July 25, 1991, 
p. 1. 
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(iv) To provide access to international markets/ 
majority foreign equity holding upto 51 per cent 
equity will be allowed for trading companies 
primarily engaged in export activities. 
Public Sector Policy : 
The 1956 Industrial Policy Resolution gave the 
public sector a strategic role in the Indian economy. 
In the pursuit of development objectives, public 
ownership and control in critical sectors of the 
economy should have played an important role in 
preventing the concentration of economic power/ 
reducing regional disparities and ensuring that 
planned development serves the common good. However/ 
public enterprises have shown a very low rate of 
return on the capital invested. This has inhibited 
their ability to regenerate themselves in terms of 
new investments as well as in technology development. 
The result is that many of the public enterprises have 
become a burden rather than beirP^ an asset to the 
Government. The original concept of the public sector 
14 has also undergone considerable dilution. 
14. Agrawala/ P.N./ "Restructing the Public Sector"/ 
The Hindu Survey of Indian Industry 1991/ p.51. 
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It is time/ therefore/ that the Government 
adopt a new approach to public enterprises. Units 
which may be foilJltering at present but are potentially 
viable/ must be restructed and given a new base of 
life. The priority areas for growth of public 
enterprises in the future will be the following : 
Essential infrastructure goods and services 
Exploration and exploitation of oil and 
mineral resources 
Technology development and building of 
manufacturing capabilities in areas which are 
crucial in the long term development of the 
economy and where private sector investment 
is inadequate. 
Manufacture of products where strategic conside-
rations predominate as defence equipment. •'•^  
Besides/ the public sector wl-.l not be 
debarred from entering areas not specifically 
reserved for it. Not only thi.? but the Government will 
also strengthen those public enterprises which fall 
in the reserved areas of operation or are in high 
priority areas or are generating good or reasonable 
profits. Such enterprises will be provided a much 
greater degree of management autonomy through the 
system of memoranda of understanding/ competition 
15. Economic and Political Weekly/ New Delhi/ or 
Bombay/ August 1991, p. 1991. 
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will also be induced in these areas by inviting 
private sector participation. Specific decisions 
of the Government in this regard are as follows : 
(i) Public sector undertakings which are 
chronically sick and which are unlikely to 
be turned around for the formulation of 
revival and rehabilitation schemes will be 
referred to the Board for Industrial and 
Financial Reconstruction (BIFR) or other 
similar high level institutions created for 
the purpose. A social security mechanism will 
be created by such rehabilitation package. 
(ii) Portfolio of public sector investments will be 
reviewed with a view to focus the public sector 
on strategic/ high-tech and essential infra-
structure. While some reservations for the 
public sector is being retained there would 
be no bar for these areas to be opened upto 
the private sector selectively. Similarly/ the 
public sector will also be allowed entry in 
areas not reserved for it. 
(iii) In order to raise resources and encourage 
wider public participation/ a part of the 
Government's share-holding in the Public Sector 
would be offered to mutual fundS/ financial 
institutions/ general public and workers. 
(iv) Boards of public sector undertakings would be 
made moro profoaaionol ar^cl glvon groatoc 
powers. 
Monopolies and Restrictive Trade Practices Act 
(MRTP Act) : 
The MRTP Act became operative with effect from 
June/ 1970. With the emphasis placed on productivity 
16. Financial Express/ New Delhi/ July 25/ 1991/ p.l 
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in the Sixth Plan/ major amendments to the MRTP Act 
were carried out in 1982 and 1984 in order to remove 
impediments to industrial growth and expansions. 
This process of change was given a new moment^ • in 
17 1985 by an increase of threshold limit of assets 
The Government's decision to scrap the asset 
limit for MRTP companies would have significant 
repurcussions on the industrial scenario. The move 
has been welcomed by the industry as a much needed 
diversion from the cumbersome 'Licence Raj'. 
Industrial experts reason that the rigmarole of 
getting a clearance under the MRTP Act had become 
just another routine bureaucratic barrier to cross. 
The most important objectives which are to be 
achi eved through the MRTP Act are as follows : 
(i) Prevention of market monopoly or concentra-
tion of economic power/ and 
(ii) Prohibition of monopolistic and restrictive 
and unfair trade practices. 
It is also pointed out that the liberization 
will lead to more competitiveness in the market 
17. Jain, Rajiv/ 'Guide to New Industrial Policy 
1991'/ India Investment Publication, Delhi, 
1991, p.60. 
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situatioH/ with the emergence of more players. 
Consume:: requirements would become the counterpart 
of all corporate strategies/ making ^extremely 
difficult for the substandard products to find a 
18 
market for themselves. 
With the growing complexity of industrial 
structure and the need for achieving economies of 
scale for ensuring higher productivity and 
competitive advantage in the international market/ 
the interference of the Government through the MRTP 
Act in investment decisions of large companies has 
become delet-arious in its effects on Indian 
industrial growth. The main thfrust of policy will 
be more on controlling unfair or restrictive 
business practices. 
The MRTP Act will be restructured by 
eliminating the legal requirement for prior 
government approval for expansion of present 
undertakings and establishment of new undertakings. 
The provisions relating to merger/ amalgamation/ and 
takeover will also be repealed. Similarly/ 
the provisions regarding restrictions on acquisition 
and transfer of shares will be appropriately 
13. Financial Express/ New Delhi/ July 29 / 1991/ p.l. 
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incorporated in the Companies Act. Simultaneously/ 
provisions of the MRTP Act will be strengthened in 
order to enable the MRTP Commission to take 
appropriate action in respect of the monopolistic/ 
restricting and unfair trade practices. The newly 
empowered MRTP Commissiorx will be encouraged to 
require investigation suo moto or on complaints 
received from individual consumers or classes of 
19 
consumers. 
(i) MRTP Act will be amended to remove the 
threshold limits of assets in respect of MRTP 
companies and dominant undertakings. This 
would eliminate the requirement of prior 
approval from Central Government for 
establishment of new undertakings/ expansion 
of undertakings^ merger/ amalgamation and 
takeover and appointment of directors under 
certain circumstances^O. 
(ii) Necessary comprehensive amendment will be 
made in the MRTP Act in this regard and 
for enabling the MRTP Coomission to exercise 
punitive and compensatory powers. 
(iii) Emphasis will be placed on controlling and 
regulating monopolistic/ restrictive and 
unfair trade practices. Simultaneously/ the 
newly empowered MRTP Commission will be 
authorized to initiate investigations suo 
moto of all complaints received from 
individual consumers or classes of consumers 
regarding monopolistic/ restrictive and 
19. Kothari / C.M./ Kotbiari's industrial dictionary 
of India/ Kothari Enterprises/ Madras/ 1992/ 
pp. 1-42. 
20. Indian Express/ New Delhi/ July 25/ 1991/ p.l. 
-64-
unfair trade practices. 
Small and Tiny Sector : 
The small-scale Industries Sector emerged 
as a dynamic and vibrant sector of the economy during 
the eighties. At the end of the Seventh Plan period/ 
it accounted for nearly 35 per cent of the gross 
value of output in the manufacturing sector and over 
40 per cent of the total exports from the country. 
It also provided employment opportunities to around 
12 million people. The primary objective of the small-
scale Industrial Policy during the nineties would 
be to import more vitality and growth-impetus to 
the sector to enable it to contribute its.... fully 
to the economy/ particularly in terms of growth of 
output/ employment and exports. The sector has been 
substantially delicensed. Further efforts would be 
made to deregulate and debureaucratise the sector 
with a view to remove all fetters on its growth 
potential/ rep.'ing greater faith in small and young 
21 
entrepreneurs. 
21. Jain/ Rajiv/ Guide to New Industrial Policy 
1991/ India Investment Publications/ Delhi/ 
p.205. 
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The New Industrial Policy for small and Tiny 
enterprises was announced separately by the 
Government on August 6/ 1991. It allowed industrial 
undertakings to participate upto 24 per cent in the 
equity of small-scale Industries which will enable 
non-SSI units to acquire a stake in small units. 
The investment limits irt respect of 'TINY 
ENTERPRISES' were raised from Rs. 2 lakhs to Rs. 5 
lakhs, irrespectiveellocation of the unit. While the 
small-scale sector (other than Tiny Enterprises) 
would be mainly entitled to one-time benefits (like 
preference in land allocation/power concentration 
access to facilities for skill/technology 
upgradation)/ the Tiny Enterprises would also be 
eligible for additional support on a continuing 
basis/ including easier access to institutional 
finance/ priority in the Government Purchase 
Programme and relaxation from certain provisions 
of labour laws. 
In addition/ it has also been decided to 
widen the scope of the National Equity Fund Scheme 
(NEFS) to cover projects upto Rs. 10 lakhs for 
equity support (upto 15 per cent) Single Window Loan 
Scheme (SWLS) has also been enlarged to cover 
projects upto Rs- 20 lakhs with working capital 
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margin upto Rs. 10 lakhs. Composite loans under 
Single Window Scheme/ now available only through 
State Financial Corporations (SFCs) and twin function 
State Small Industries Development Corporation 
(SSIDCs)/ would also be channelized through 
commercial banks. This would facilitate access to 
a larger number of entrepreneurs. The specific policy 
measures which have been taken for promoting and 
strengthening Small/ Tiny and Village Enterprises 
are as follows : 
Financial Support Measures : 
1. Inadequate access to credit - both short-
term and long-term - remains perennial 
problem facing the small-scale sector. 
Efforts would henceforth be made to ensure 
both adequate flow of credit on a normative 
basis/ and the quality of its delivery/ for 
viable operations of this sector. A special 
monitoring agency would be set up to oversee 
that the entire genuine credit needs of the 
small-scale enterprises are fully met. 
To provide access to the capital market and 
to encourage modernization and technological 
upgradation/ it has been decided to allow 
equity participation by other industrial 
undertakings in the SSI/ not exceeding 24 
per cent of the total shareholding. This 
would also provide a powerful boost to 
ancillarization and sub-contracting/ leading 
to expansion of employment opportunities. 
Regulatory provisions relating to the 
management of private limited companies have 
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been liberalized. A Limited Partnersbiip Act 
will be introduced to enhance the supply 
of risk capital to the Small-Scale sector. 
Such an Act would limit the financial 
liability of the new and non-active partners/ 
entrepreneurs to the capital invested. 
A beginning has been made towards solving 
the problem of delayed payments to small 
enterprises by setting up of 'factoring' 
services through Small Industries Development 
Bank of India (SIDBI). The net work of such 
services would be set up throughout the 
country and operated through commercial 
banks. A suitable legislation will be 
introduced to ensure prompt payment of Small 
Industries bills. 
Infrastructure Facilities 
%' 
1. To facilitate location of industries in rural 
and backward areas and to promote stronger 
coordination between industry and 
agriculture/ a new Scheme of Integrated 
Infra structural Development for Small. Scnl o 
Industries would be implemented with the 
active participation of State Governmentsand 
financial institutions. 
2. A Technology Development Cell (TDC) would 
be set up in tho Small Industries 
Development Organization (SIDO) which provide 
technology inputs to improve productivity 
and competitiveness of the products of the 
small-scale sector. 
Adequacy and equitable distribution of 
indigenous and imported raw materials would 
be ensured to the small-scale sector/ particu-
larly the tiny-sub-sector- A proper and 
adequate arrangement for delivery of total 
package of incentives and services at the 
District Level will be evolved and 
implemented. 
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Marketing and Exports 
1. In spite of the vast domestic market/ 
marketing remains a problem area for small 
and tiny enterprises. Mass consumption labour 
intensive products are being predominantly 
marketed by the organized sector. The 
small scale and tiny sector will henceforth/ 
be enabled to have a significant share of 
such markets. 
2. National Small Industries Corporation (NISC) 
would concentrate on marketing of mass 
consumption items under common brand name 
and organic links between NSIC and SSIDCs 
would be established. 
Though the small scale sector is making 
significant contribution to total exports/ 
both direct and indirect/ a large potential 
remains untapped. The Small Industries 
Development Organization (SIDO) has been 
recognized as the model agency to support 
the small scale industries in export 
promotion. An Export Development Centre (EDC) 
would be set upy-^-t'i SIDO to serve the small 
scale Industries. 
Modernization Technological and Quality Upgradation: 
1. A re-oriented programme of modernization and 
technological upgradation aimed at improving 
product-ivity / efficiency and cost 
effectiveness in the small-scale sector would 
be pursued. Specific industries in large 
concentration/clusters would be identified 
for studies in conjunction with SIDBI and 
other banks. Such studies will establish 
commercial viability of modernization 
prescriptions/ and financial support would 
be provided for modernization of these indus-
tries on a priority basis. 
22. The Economic Times/ New Delhi/ August 1, 1991/ 
p. 1. 
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Indian Institutes of Technology (IITs) and 
selected Regional or other Engineering 
Colleges will serve as technological 
information/ Design and Development Centres 
in their respective command areas. 
Promotion of Entrepreneurship 
1. Govenment will continue to support first 
generation entrepreneurs through training 
and will support their efforts. Large number 
of EDP trainers and motivators will be 
trained to significantly expand the Entrepre-
neurship Development Programme (EDP). EDP 
would be built into the curricula of 
vocational and other degree level courses. 
Women entrepreneurships will receive support 
through special training programmes. 
Definition of "women enterprises" would be 
simplified. The units in which women entre-
preneurs have a majority shareholding and 
management control/ would be defined as 
"women Enterprises". 
Simplification of Rules and Procedures : 
The persistant complaints of small-scale 
enterprises of being subjected to a large 
number of Acts and Laws/ being required to 
maintain a number of registers and submit 
returns/ and face an army of inspectors/ 
would be attended to within a specified time 
frame of three months. 
Procedures would be simplified/ bureaucratic 
controls effectively reduced/ unnecessary 
interference eliminated and paper work cut 
down to the minimum to enable the entrepre-
neurs to concentrate on production and 
marketing functions. 
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Yillage Industries : 
Handloom Sector : 
1. Handloom sector constitutes about 30 per 
cont of tho total textile production in the 
country. It is the policy of the Government 
to promote handlooms to sustain employment 
in rural areas and to improve the quality 
of life for handloom weavers. 
2. Schemes for the handloom sector will be 
redesigned keeping in mind the local and 
regional needs. The schemes for the handloom 
sector are proposed to be revised into three 
major heads : 
(a) Project Package Scheme : 
Under this scheme/ area-based projects 
for product development/ upgradation 
of technology/ improvement of marketing 
facilities will increased. 
(b) Welfare Package Scheme : 
Number of welfare schemes and quantum 
of funds earmarked for them will be subs-
tantially augmented. 
(c) Organization Development Package : 
Schemes for participation in the share 
capital will be re-drawn under organiza-
tional development scheme for imparting 
a better management system in the 
existing state agencies. 
3. The Janata cloth scheme which sustains 
weavers often on a minimum level of liveli-
hood will be phased out by the terminal year 
of the Eighth Plan and replaced by omnibus 
project package scheme under which substan-
tial funds will be provided for 
modernization of looms training provision 
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of better designs/ dyes/ chomicals and 
marketing assistance. 
The role of the National Handloom Development 
Corporation (NHDC) is also enhanced. NHDC 
would be the nodal agency for increasing 
the supply of h^ ank yarn and of dyes and 
chemicals. 
5. The schemes for impcoviag marketing of hand-
loom products both domestically and interna-
tionally w,ill be drawn up and accorded 
priority. 
Handicrafts Sector : 
For the handicraft sector "Craft Development 
Centres" are proposed to be set up which would ensure 
supply of raw materials, design and technical 
guidance, market support, training and processing 
of related inputs in an integrated and area-based 
manner. Measures are also proposed to be initiated 
to increase exports from this sector through new 
marketing channels like trading companies, departmen-
tal stores etc. 
In addition, the Government also recognizes 
the need to enhance the spread of rural and cottage 
industries towards stepping up non-farm employment 
opportunities. The activities of the Khadi and 
Village Industries Commission and the State Khadi 
and Village Industries Boards will also be expanded 
and the organization ) strengthened„_to discharge 
their responsibilities more effectively. 
23. The Economic Times, New Delhi, August 7, 1991, 
p .6. 
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ANNEXURE-I 
PROPOSED LIST OF INDUSTRIES TO BE RESERVED 
FOR THE PUBLIC SECTOR 
1. Arms and ammunition and allied items of 
defence equipment/ Defence aircraft and 
warships. 
2. Atomic Energy. 
3. Coal and lignite. 
4. Mineral Oils. 
5. Mining of iron ore/ manganese ore/ chrome 
ore/ gypsum/ sulphur, gold and diamond. 
6. Mining of copper/ lead/ zinc/ tin/ molybdenum 
and wolfram. 
7. Minerals specified in the Schedule to the 
Atomic Energy (Control of Production and Use) 
Order/ 1953. 
8. Railway transport. 
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ANNEXURE-II 
LIST OF INDUSTRIES IN RESPECTT OF WHICH 
INDUSTRIAL LICENSING WILL BE COMPULSORY 
1. Coal and Lignite. 
2. Petroleum (other than crude) and its distilla-
tion products. 
3. Distillation and brewing of alcoholic drinks. 
4. Sugar. 
5. Animal fats and oils. 
5. Cigars and cigarettes oC tobacco and manufac-
tured tobacco substitutes. 
7. Asbestos and asbestos-based products. 
8. Plywood/ decorative veneers / and other 
wood based products such as particle board/ 
medium density fibre board/ black board. 
9. Raw hides and skins/ leather/ chamois leather 
and patent leather. 
10. Tanned or dressed furskins. 
11. Motor Cars. 
12. Paper and Newsprint except bagasse-based 
units. 
13. Electronic aerospace and defence equipment; 
All types . 
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14. Industrial explosives/ including detonating 
fuse/ safety fuse/ gun powder/ nitrocellu-
lose and matches. 
15. Hazardous chemicals. 
16. Drugs and Pharmaceuticals (according to Drug 
Policy). 
17. Entertainment Electronics (VCRs/ Colour TVs/ 
C.D. Players/ Tape Recorders). 
18. White Goods (Domestic Refrigerators/ Domestic 
Dishwashing machines/ Programmable Domestic 
Washing machines/ Microwave Ovens/ Aircon-
ditioners) . 
Note : The compulsory licensing provisions would 
not apply in respect of the small-scale 
units taking up the manufacture of any of 
the above items reserved for exclusive 
manufacture in small-scale sector. 
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ANNEXURE-III 
LIST OF INDUSTRIES FOR AUTOMATIC APPROVAL OF FOREIGN 
TECHNOLOGY AGREEMENTS AND FOR 51 PER CENT 
FOREIGN EQUITY APPROVALS 
1. Metallurgical Industries : 
(i) Ferro alloys. 
(ii) Castings and forgings. 
(iii) Non-ferrous metals and their alloys. 
(iv) Sponge iron and pelletiaation. 
(v) Large diameter steel welded pipes of 
over 300 mm diameter and stainless steel 
pipes. 
(vi) Pig Iron. 
2. Boilers and Steam Generating Plants. 
3. Prime Movers (other than electrical generators). 
(i) Industrial turbines. 
(ii) Internal combustion engines. 
(iii) Alternate energy systems like solar wind 
etc. and equipment therefore, 
(iv) Gas/hydro/steam turbines upto 60 MW. 
- 7 6 -
4. Electrical Equipment 
(i) Equipment for transmission and distribu-
tion of electricity including power and 
distribution transformairs^ power relays/ 
HT-switching gear synchronous condensers. 
(ii) Electrical motors. 
(iii) Electrical furnaces/ industrial furnaces 
and induction heating equipment. 
(iv) X-ray equipment. 
(v) Electronic equipment/ components 
including subscribers' and telecommuni-
cation equipments. 
(vi) Components wires for manufacture of lead-
in-wires . 
(vii) Hydro/steam/gas generators/generating 
sets upto 60 MW. 
(viii) Generating sets and pumping sets based 
on internal combustion engines. 
(ix ) Jelly-filled telecommunication cables. 
(x) Optic fibre. 
(xi) Energy efficient lamps and 
(xii) Midget carbon electrodes. 
5. Transportation 
(i) Mechanised sailing vessels upto 10,000 
DWT including fishing trawlers. 
(ii) Ship ancillaries. 
(iii) (a) CommGrcial. vehicloa, public trnrinport 
vehicles including automotive 
commercial three wheeler jeep type 
vehicles/ industrial locomotives. 
(b) Automotive two wheelers and three 
wheelers. 
(c) Automotive components/spares and 
ancillaries. 
(iv) Shock absorbers for railway equipment 
and 
(v) Brake system for railway stock and 
locomotives. 
6. Industry Machinery 
(i) Industrial Machinery and equipment. 
7. Machine Tools 
(i) 
(ii) 
(iii) 
Machine tools and industrial robots and 
their controls and accessories. 
Jigo/ fixturca/ tools and dies oC speci-
alised types and cross land tooling, 
and 
Engineering production aids such as 
cutting and forming tools, patterns and 
dies and tools. ^^^^"'^'•"'•'-^.-^  
ACC No, '^\ 
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8. Agricultural Machinery 
(i ) Tractors. 
(ii) Self-propelled Harvester Combines. 
(iii) Rice transplanters. 
9. Earth Moving Machinery 
(i) Earth moving machinery and construction 
machinery and components thereof. 
10. Industrial Instruments 
(i) Indicating recording and regulating 
devices for pressure/ temperature/ rate 
of flow weights levels and the like. 
11. Scientific and Electromedical Instruments and 
Laboratory Equipment. 
12. Nitrogenous & Phosphatic Fertilizers falling 
' under 
(i) Inorganic fertilizers under '18-Fertili-
zers' in the First Schedule to Indus-
tries (Development and Regulation) Act/ 
1951. 
13. Chemicals (other than fertilizers). 
(i) Heavy organic chemicals including petro-
chemicals . 
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(ii) Heavy inorganic chemicals, 
(iii) Organic fine chemicals. 
(iv) 
(v) 
(vi) 
(vii) 
(viii ) 
(ix) 
(x) 
Synthetic resins and plastics. 
Man made fibres. 
Synthetic rubber. 
Industrial explosive. 
Technical grade insecticides/ fungicides/ 
weedicides/ and the like. 
Synthetics detergents. 
Miscellaneous chemicals (for industrial 
use only). 
(a) Catalysts and catalyst supports. 
(b) Photographic chemicals. 
(c) Rubber chemicals. 
(d) Polyols. 
(e) Isocyanates/ urethanes/ etc. 
(f) Speciality chemicals for enhanced 
oil recovery. 
(g) Heating fluids. 
(h) Coal tar distillation and products 
therefrom. 
(i) Tonnage plants for the manufacture 
of industrial gases, 
(j) High altitude breathing oxygen/ 
medical oxygen. 
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(k) Nitrous oxide. 
(1) Refrigerant gases like liquid nitro-
nitrogeri/ carbondioxide; etc. in large 
volumes. 
(m) Argon and other rare gases. 
(n) Alkali/acid resisting cement comp-
ound . 
(o) Leather chemicals and auxilliaries. 
14. Drugs and Pharmaceuticals. 
According to Drug Policy. 
15. Paper 
(i) Paper and pulp including paper products, 
(ii) Industrial laminates. 
16. Rubber Products 
(i) Automobile tyres and tubes. 
(ii) Rubberised heavy duty industrial 
belting of all types, 
(iii) Rubberised conveyor beltings. 
(iv) Rubber reinforced and lined fire 
fighting hose pipes, 
(v) High pressure braided hoses, 
(vi) Engineering and industrial plastic 
product ts. 
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17. Plate Glass. 
( i) Glass shel ls for television tubes . 
(11) Float glass and plato glass , 
( i l l ) H.T. insulators, 
(iv) Glass fibres of all t ypes . 
18. Ceramics 
(i) Ceramics for industrial uses . 
19. Cement Products 
( i) Portland cement. 
( i i) Gypsum boards, wall boards and the l i ke . 
20. High Technology Reproduction and Multiplication Equipment. 
21. Carbon and Carbon Products 
(i) Graph i t e electrodes and anodes. 
(11) Impervious graphite blocks and shee ts . 
22. Pretensloned High Pressure RCC Pipes. 
23. Rubber Machinery. 
24. Printing Machinery 
(1) Wob-fod high spood off-solrotary printing macliine 
having output of 30,000 or more impressions per 
hour. 
( i i) Photo composing/type setting machlnos. 
( i i i) Multi-colour sheet-fed-off-set printing machines 
of sizes of 18"x25" and above. 
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( iv) High speed rotograture printing inachinGS having 
output of 30,000 or more impressions p e r l i o u r s . 
25. Welding Electrodes other than those for Welding Mild 
Steel. 
26. Industrial Synthetic Diamonds. 
27. (i) Photosynthesis improvers . 
( i i ) Genetically modified free living symbiotics 
nitrogen fixer, 
( i i i ) Pheromones. 
(iv) Bio-insecticides. 
28. Extraction and Upgrading of Minor Oils. 
29. Pre-fabricated Building Material. 
30. Soya Products 
(i) Soya texture proteins . 
( i i ) Soya protein i so la tes . 
( i i i ) Soya protein concentrates. 
( iv) Other specialised products of soyabean. 
(v) Winterised and deodourised refined soyabean o i l . 
31 . (a) Certified high yielding hybr id soods and 
synthetic seed and 
(b) Certified high yielding plantlets developed 
through plant t issue cul ture. 
32. All food processing industries other than milk food, malted 
foods, and flour,but excluding the i t e m s reserved for 
small scale sector . 
33. All items of packaging for food processing Industrios 
excluding the items reserved for small-scale sector, 
34. Hotels and tourism-related indus t ry . 
CHAPTER - IV 
CHAPTER - IV 
CRITICAL APPRECIATION OF THE INDUSTRIAL POLICY/ 1991 
As already pointed out/ Industrial Policy 
has always played an important role in planned 
industrial growth and development of a country. For 
a developing country like India which has a vast 
potential for industrial development/ it is all the 
more necessary to pursue a sound Industrial Policy. 
So far India has witnessed three distinct 
phases in the evolution of industrial policy. From 
independence until the late Sixties/ the country 
pursuaded largely a socialistic Industrial Policy. 
From late Sixties to Seventies was the era of FERA 
and MIVL'V directives while the iiilddio hliglitioa marked 
the beginning of some liberalization measures. In 
fact/ it was in the beginning of the Eighties that 
the Industrial Policy identified six major and vital 
areas of the economy namely - industrial licencing/ 
foreign investment/ foreign technology agreements/ 
public sector/ MRTP Act and Small and Tiny Sector 
for liberalization so that Indian economy may cope 
with rapid industrial development which had taken 
place at the world level and catch up with it in as 
minimum time as possible. 
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The New Industrial Policy (NIP), 1991 is the 
most important policy measure in the sense that it 
has abolished the existing rules and regulations and 
also the restrictions hampering the speedy industrial 
development in the country. As a result/ the task 
of understanding; the nature/ scope and the content 
of NIP became more meaningful and purposeful and 
created a conducive. environment for planned and 
speedy industrial development in the country. 
The basic aim of the NIP is to generate more 
employment/ to reduce socio-economic disparities/ 
to remove poverty/ to attain self-reliance and to 
make the public enterprises more meaningful and 
purposeful through the process of strengthening them 
so that they could no longer be considered as a 
liability to the economy. 
The New Industrial Policy (NIP) proposes 
a substantial reduction in the number of industries 
requiring compulsory licensing/ promotion of foreign 
investment/ automatic approval of foreign technology 
agreements/ public sector reforms and amendments to 
the MRTP Act/ greater role of the private 
1. Financial Express, New Delhi/ July 25, 1991/ p.l. 
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entrepreneurship and rewriting of the policy on 
industrial location. These changes were long overdue 
and need to be welcomed as a bold initiative aimed 
at making Indian industry more competitive 
internally as well as internationally and freeing 
industry from unnecessary bureaucratic controls. 
The Policy Statement says that Government 
would retain necessary control in key areas of 
industry in keeping with , the Industrial Policy 
Resolution of 1956. The Statement laid special 
emphasis on its commitment to follow the Nehruvian 
economic approach and painstakingly reiterated the 
2 
resolve to adhere to the policy of mixed economy. 
The abolition of licensing raj and the 
registration schemes for all the industries except 
those 18 industries specified in Annexure 11/ 
irrespective of levels of investment is the most 
radical as well as welcome step of the Government 
as it will free Indian entrepreneurs from unnecessary 
pilgrimages to Udhyog Bhavan. They can now 
concentrate on their business and more quickly to 
3 
seize business opportunities. 
2. Financial Express/ New Delhi/ July 25/ 1991/ p.4. 
3. The liconomic Times / New Delhi/July 24/ 1991, p. 2 2 
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curing the last forty years in general and 
the Seventies and Eighties in particular/ there 
has been a much greater need to get rid of unnecessary 
and uncalled for controls. However/ no appreciate 
progress could be made in this regard and all 
concerned with developmen-t of Indian industries were 
facing a lot of hardship in expanding/ diversifying 
and modernizing their undertakings. The situation 
had been much maligned by red-tapism and time 
consuming procedures and formalities. (lenco / abol i t ion 
of licensing procedures will have a positive effect 
on the growth and development of entrepreneurship 
in the country. This could also make a perfect integ-
ration between the domestic entrepreneurs and foreign 
4 
entrepreneurs which is the need of the day. After all 
the bureaucracy would still continue as 18 
industries specified in Annexure II still needed 
licensing. With the introduction of the liberalization 
measures India can compete with countries like Hong 
Kong/ Singapore/ Taiwan/ etc. in the international 
market. 
It is pertinent to note here that 
three-fourth of the total industrial activities are 
being assigned for the private sector and with the 
abolition of licensing raj more than 4/5th of Indian 
4. Iqbal/ Badar/ A./ "New Industrial Policy : 
Some Issues for the 90s"/ Employment News Weekly/ 
New Delhi, December 28, 1991 to January 3, 1992/p.4, 
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industries are now left open for entry of private 
units- But to make it more meaningful and purponoCul/ 
the MRTP Act has been mellowed with many a radical 
'and inevitable changes. Dnder the New Industrial 
Policy (NIP) , the MRTP Act has been confined to play 
a limited role in the area of controlling and 
regulating monopolistic/ restrictive and unfair trade 
practices. 
Besides/ the industrial policy proposes to 
remove the limit of assets fixed for MRTP companies 
and dominant undertakings. Thus/ the entrepreneurs 
who are intending to launch new companies or 
undertake substantial expansion will not be 
required to seek clearnce from the MRTP Commission. 
Numerous cases of bottlenecks created by the 
bureaucracy are given a go-bye by this decision of 
the Government. In this sense/ the industrial policy 
should be welcomed because it has taken the bold 
decision to end the licence/permit raj and save the 
entrepreneurs from the harrasment of seeking 
permission from bureaucracy of the country to start 
an undertaking. 
The policy has also unshakled many of the 
provisions which acted as brake on the growth of the 
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large private corporate sector. All these provisions 
have been welcomed by the business circle. 
« 
Another highlight of the new industrial 
policy is the Government's decision to invite foreign 
investment in thirty four high priority industries 
requiring large investment and advanced technology 
wherein foreign direct investment has been allowed 
upto 51 per cent instead of 40 per cent which will 
enable most of the multinational corporations (MNCs) 
to come in India on their own without seeking the 
support of any Indian partner because they are 
getting a majority stake in the company and also 
do not require any political clout to get their 
clearances. 
Another benefit to the MNCs is the setting 
up of the special empowered board. The Board would 
have the powers to negotiate directly with large 
international firms to approve foreign investment 
in selected areas. Such proposals will be considered 
by the Board in totality and will be free from all 
predetermined procedures or parameters. Such MNCs 
may just one single clearance if they can give some 
commitments. Thus / MNCs like Du Pont/ who have got 
many proposals in their bags in various sectors/ will 
be able to go to the Board for approvals to set up 
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units in the country with minimum problems. 
Moreover; they will face no capacity restrictions 
if they can arrange the foreign exchange component 
5 
of the project. 
Accordingly/ the Government has initiated 
a step for automatic approval of foreign technology 
agreements in regard to said 34 industries. This 
scheme would go a long way in injecting the desired 
confidence among foreign investors and they would 
be able to face least possible inconvenience in 
bringing their investment and technology. 
Till the end of the Eighties/ India did very 
little for attracting foreign direct investments 
(FDI)/ though/ on paper/ the Government of India had 
initiated several steps to induce foreign investment 
inflow into the country. The foreign investors faced 
a lot of procedural constraints / for almost every 
transaction involving foreign exchange needed the 
approval of Reserve Bank of India (RBI). However/ in 
Southeast Asiavv economies popularly known as ASFAN/ 
5. Srinivas/ Alam, "Foreign Investors have CG import 
edge", The Times of India/ New Delhi, -inly ?,^ , 
1 U'J 1 / p. 11. 
6. Lakdawala/ D.T., New Policy Measures/ Economic 
and Political Weekly/ Hitkar House/ Bombay/ 
August 24, 1991/ p. 1991. 
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there has been a lot of flexibility in this regard 
and approvals are almost instant. Accordingly/ the 
major amount of total FDI in recent years went in 
favour of Singapore, Indonesia/ Malaysia and 
Thailand. Even China and Japan have come up as 
attractive destinations for foreign direct 
investment. 
In order to improve the business and 
investment environment for foreign investors in the 
country/ the Government of India has now introduced 
radical changes in the Industrial Policy to attract 
Foreign Direct Investment (FDI) in a big way. Along 
with 51 per cent equity participation and automatic 
approval of investment in the 34 industries/ 
repatriation of dividends by the foreign 
investors will also be freely allowed with a 
reasonable condition that such units are able to earn 
foreign exchange in matching value over a period 
of time. Mr. I.C. Singhal/ of International Ceramics/ 
said that the permission to Foreign Direct Invest-
ment (FDI) upto 51 per cent' instead of 40 per cent/ 
abolition of investment limits under Secretariat of 
Industrial Approvals (SIA) or Directorate General of 
Technical Development (DGTD) and abolition of 
licensing except in defence/ atomic and strategic 
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concerns are quite fascinating. It will accelerate 
the industrial growth tremendously. The entry of 
multinational Corporations (MNCs) with 51 per cent 
equity participation will open up Indian economy for 
7 international competitiveness . 
The Government has further clarified that 
it will permit 100 per cent foreign equity in case 
the entire output is exported. However/ in our over-
enthusiasm to welcome foreign capital/ the fear is 
that we may sell our sovereignty/to multinationals.Another 
important component of this/ the scrapping of the policy on 
phased manufacturing programmes/is alsp • to be welcomed 
because it does away with the case by case approach/ 
and because suitable financial incentives for indige-
nization have been built into the new external 
value of the rupee/ and the trade policy. However/ 
it should also be noted that, this particular demand 
had been made by the United States of America 
Q 
(U.S.A.) as part of the Super 301 issue. 
Similarly/ if once foreign capital is 
permitted free entry/ the distinction between high 
7. The Statesman/ Delhi/ July 26/ 1991/ p.7. 
8. The Economic Times/ New Delhi/ July 25, 1991/ 
p . 22 . 
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priority and low priority industries will gradually 
disappear over a span of time and all lines of 
production will be opened to facilit ate foreign 
investment. Experience of permitting 'Pepsi Cola' 
is too recent to show y the Government sanctioned it 
in the least priority area. Neither the project led 
to export of processed agricultural products/ nor 
did it generate employment on a significant scale. 
But at the time of introduction of the project/ 
the Government sold the idea of the project on the 
plea that it will bring about agricultural revolu-
tion in the country. All these principles did not 
carry any conviction with the people. 
Besides/ the Government has also assured 
majority foreign equity holding upto 51 per cent even 
for trading companies primarily engaged in export 
activities. It does,not seem justified as to whether 
Indian trading companies cannot probe foreign markets 
effecively. This idea does not require modern 
technology. Then why should the Government add on 
additional burdens by permitting foreign equity in 
trading companies.9 
9. Datt/ Ruddar and Suhdharam K.P.M. Indian Economy/ 
S. Chand & Company, New Delhi/ 1992, p. 153. 
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Eminent Economist, Dr. K.N.Kabra/ Professor of 
Economic Policy at the Indian Institute of Public 
Administration, criticised the radically liberalized 
industrial policy saying it was not based on an 
"objective analysis of India's industrialization" 
and would lead to enclave development. The gap 
between agriculture and industry will increase 
further. The experience of the Eighties shows that 
delicensing during the period led to excess capacity 
and industrial sickness in many industries such as 
paper/ spinning and consumer electronics. The 
biggest growth industries of the Eighties are not 
the ones where delicensing took place. Monopoly 
control is essential for equity and political 
democracy. 
The confederation of Engineering Industry 
termed as 'historic' the abolition of industrial 
licensing except for a short list of industries/ 
removal of MRTP asset limit abolition of a variety 
of industrial licensing procedures/ review and 
relaxation of the location policy/ automatic 
clearance for direct foreign investment upto 51 per 
cent foreign equity in high priority industries 
and freeing of technology transfer agreements and 
collaborations. 
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The former Finance Minister, Mr- Madhu 
Dandavate/ said by abolishing the limits of assets 
on MRTP companies/ the Government had put the small-
scale sector in a tight corner. This would seriously 
10 
setback employment potential and poverty alleviation. 
Mr. Chitta Basu, Forward Bloc M.P. said that 
the new industrial policy was a "total reversal 
of the policy framework of the 1956 Resolution/ 
which was given shape by the then , Prime Minister/ 
Jawaharlal Nehru/ The Policy shift has been the 
result of growing International Monetary Fund (IMF) 
and World Bank pressure. The proposed policy would 
open wide the gate for penetration of multinational 
corporations (MNCs) into the Indian economy leading 
to erosions of economic sovereignty". 
The Polit . bureau of the Communist Party of 
India (Marxist) described the NIP as a "surrender 
to the International Monetary Fund (IMF) and World 
Bank (W.B.) pressure as at one stroke it opened the 
doors indiscriminately to foreign capital and multina-
tional corporation^ which will facilitate their 
penetration and dominance in vital sectors of the 
10. The Statesman/ Delhi/ July 26/ 1991/ p. 7 
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economy. However/ the need of the day is to 
transform the New Industrial Policy (NIP) into 
practice in its true sense and spirit. Its 
implementation is challenging task and should be 
accepted by the Government with courage and zeal. 
The most striking feature of the NIP is the 
substantial reduction in the role of the public 
sector undertakings in the future process of 
industrial growth and development in the country. 
Under the Industrial Policy Resolution of 1956/ 17 
industries enlisted in Schedule-A and another 12 
industries in Schedule-B were declared for the public 
sector. Added to this any State was empowered to 
start any industry other than 29 industries 
enlisted in the above two Schedules for other 
important reasons. However/ under the NIP/ the 
pattern has reversed as the priority areas for the 
future growth and development of public sector have 
been mainly confined to four major areas - essential 
infrastructure goods and services/ exploration of 
oil and mineral resources, technology, development and 
building up of manufacturing capabilities in vital 
areas and manufacturing of products based on 
11. The Hindustan Times/ New Delhi, July 25/ 1991, 
p. 3. 
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strategic considerations. In brief; this means that 
the role of public enterprises has been curtailed by 
almost 50 per cent of what it had been in the past 
four decades since initiation of planning in the 
country. 
Under the NIP, 18 industries have been 
identified by the Government to be reserved for 
public sector undertakings. These industries include 
coal, petroleum goods, electronics, aerospace defence 
equipment, industrial explosives and hazardous 
chemicals etc. But some other industries such as 
sugar, animal fats and oil, certain leather goods, 
motor cars, drugs and pharmaceuticals and some other 
products, it is felt, have no reasons to remain under 
compulsory licensing. 
As already noted, three-fourths of the total 
industrial activities have been assigned for private 
sector and with the abolition of licensing raj, more 
than four-fifths of Indian industries are now left 
open, for the private enterprises. But to make it more 
meaningful and purposeful, the MRTP Act has been 
1 9 
mellowed with many a radical and inevitable change. 
12. Financial Express, New Delhi, July 29, 1991, 
p.l. 
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For example/ under the New Industrial Policy/ as 
already mentioned, the MRTP Act has been confined to 
play a limited role in the areas of controlling and 
regulating monopolistic/ restrictive and unfair 
trade practices. 
It is pertinent to note that public sector 
enterprises have shown a very low rate of return on 
capital invested. As a matter of fact/ the result 
was that many of the public sector enterprises had 
become a burden on, rather than an asset tO/ the 
Government. Therefore, the NIP very rightly 
classified public enterprises into three categories, 
(i) those which fall in the reserved areas of 
operation or are in high priority areas and are 
generating good or reasonable profits should be 
strengthened; (ii) public units which may be 
filtering at present but are potentially viable must 
be restructured and given a new lease of life; and 
(iii) those public enterprises which are chronically 
sick and are in heavy losses/ operating in a 
competitive market and serve little or no public 
purpose. The government intends either to close down 
or pass the ownership of these public enterprises to 
pivate sector. 
23. Financial Express/ New Delhi/ July 25, 1991, 
p.10. 
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An important question to be noted which the 
Government has avoided is: What is the social security 
mecbianism that the Government intends to create to 
mitigate the hardship oC workers who are likely to be 
retrenched? The NIP intends only to refer these cases 
to the Board for In^dustrial and Financial 
Reconstruction (BIFR). In this regard/ the NIP 
side-tracks issues and has generated a fear in the 
workers' mind that the Government is not sincere in 
protecting the interests of workers. 
Besides/ it is also very difficult to 
comprehend why the Government is keen on passing on 
sick public enterprises to private sector or big 
business. The capitalists are ready to buy these 
enterprises for the real estate value since the 
Government is prepared to transfer the assets at 
throw away prices. The U.P. Government in a dubious 
manner passed on the ownership of U.P. State Cement 
Corporation (U.P.S.C.C.) to the Dalmias for a 
worthless sum of Rs. 51 crores as against the net 
asset value of Rs. 306 crores only which shows that 
the -bureaucrat-cum-politicians link is overbending to 
help the big private entrepreneurs to gain from the 
wave of privatization. 
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Now the very important question arises here why 
is the Government not trying the experiment of full 
employee-ownership as has been done in the case of 
Kamani Tubes which was a loss-making enterprise but 
has been nursed to health by the magic of 
employee-ownership. This experiment can be tried in a 
large number of loss-making public enterprises. 
Therefore/ the right of pre-emption should be 
available to the workers' cooperative to take over a 
sick public enterprise. As a matter of fact/ this can 
introduce new work ethics among the employees since 
their personal interests would be linked to the 
interest of the enterprise. The Govrnment of India 
can successfully go in for sheding its load of 
loss-making units to workers to assume the ownership 
role and nurse these enterprises to healthi. Moreover/ 
the Government should provide financial as well as 
technical assistance to the workers cooperative^ so 
that this can reduce trade union resistance to 
• ^- ^- 1 4 privatization. 
The Government has scrapped the assets limit 
for MRTP Commission in order to do away with the 
requirement of prior approval from Central Governmont 
for establishing new undertakings/ expansions/ 
14. Lakdawala/ D.T./ "New Policy Measures"/ Economic 
and Political Weekly/ Hitkari House/ Bombay/ 
August 24/ 1991/ p. 1991. 
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mergers, amalgamations and takeovers and appointment 
of directors. Provisions regarding restrictions on 
the acquisition and transfer of shares will be 
appropriately incorporated in the Companies Act, 1956. 
However/ the power of MRTP Commission would be 
authorised to initiate investigations ' suo moto' on 
complaints received from individual consumers or 
classes of consumers in regard to controlling and 
regulating monopolistic^ restrictive and unfair trade 
practices. The past experience points out that the 
MRTP Commission has failed in this regard and has not 
been able to break the monopolistic character of the 
Indian market. 
Has the Government gone overboard in 
eliminating mergers and amalgamations from MRTP 
purview? Even advanced industrial economies monitor 
such business activity. Having scrapped large 
portions of the MRTP Act, the Government must now 
ensure that the interests of the consumer are 
protected. Similarly/ it must also make sure these 
markets are genuinely competitive and countervailing 
forces to oligo-polistic controls on monopoly business 
houses were shown to be counter productive on many 
counts/ these controls did help in the broadbasing of 
15. The Economic Times, New Delhi/ July 25/1991/p.l. 
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Indian industry. In its determination to secure 
economies of scale and encourage globally competitive 
industries to emerge/ the Government should tnkG cnro 
to protect the interests of medium and small 
enterprises/ when the promised policy for small 
industries ia formulated. 
The very fact that despite privatization, 
cement or paper prices have sky-rocketed and all talk 
of competition has been countered by combined action 
of manufacturing organizations* is ample proof of the 
fact that competition is only being used as a slogan 
for privatization/ but in reality/ competition is 
17 being systematically eliminated by big business. 
There is no reason why the Government should 
have become uncertain in further reducing the list of 
industries in which licensing would be compulsory. For 
instance/ why should products like cigarettes/ motor 
cars / paper/ drugs and pharmaceuticals/ and 
entertainment electronics be subject to licensing? 
The argument put forward is that these items hiave been 
retained under licensing control for reasons of social 
value/ restraining luxury consumption/ environmental 
protection and so on. While this may be true enough/ 
16. The Economic Times/ New Delhi/ July 24/ 1991/ 
p.22. 
17. Nayak/Pulin/B./ 'On the Crisis and the Remedies' 
Economic and Political Weekly/ Hitkari House/ 
Bombay/ August 24/ 1991/ p.1993. 
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the fact remains that basic industries like paper 
should be delicensed/ and concerns about deforestation 
taken care of through environmental clearance 
requirements. Similarly/ it is difficult to see why 
the production of consumer electronics iterns/ white 
goods like refrigerators/ etc should be licensed when 
India has a large and growing middle class with 
legitimate expectations of an improved standard of 
T . . 18 livxng. 
Another aspect to note is that the NIP may be 
nblo to nttrnct rorolgn Invootmont nnd givo n honnt to 
domestic investment/ whether it shall lead to generate 
more employment alongwith higher output growth is 
doubtful. Similarly/ excessive freedom to foreign 
investment will ultimately affect our economic 
sovereignty as also push the country into a debt trap 
19 
furtheri 
In fine/ the New Industrial Policy (NIP) is a 
most welcome package. There is a greater reliance on 
the market/ a bold attempt at deregulation/ a desire 
to integrate with the world economy and to modernize. 
If these objectives are achieved/ there will be more 
open/ efficient and quality conscious industrial 
18. The Economic Times, New Delhi/ July 24/1991, p.22. 
19. Srinivas/ Alam, "Foreign Investors have CG import 
edge"/ Times of India, New Delhi, July 
25, 1991, p.11. 
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sector able to face global competition. But the key 
element now is the response of Indian industry/ which 
has long been used to a protected environment. The 
most important qualitative transformation sought in 
the industrial policy is doing away with the 
industrial licensing system except for a short list of 
18 industries. This was the only possible response to 
the general feeling of resentment and disgust at the 
consequences of detailed control on the starting/ 
expansion and location of firm. Reservation for 
cottage and small-scale industries and special 
arrangements for them will continue. The delicensing 
of most of the industries will tend dynamism to the 
relatively stagnant industrial scene. However, the 
need of the day is to transform the NIP into practice 
in its true sense and spirit. Its implementation is a 
challenge and that should be accepted by the 
Government with courage and zeal. 
CHAPTER - V 
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CHAPTER - V 
SUMMARY AND CONCLUSIONS 
The Industrial Policy of a Government 
specially for a country like India which has a vast 
potential for industrial development/ is of vital 
importance. It is broadly made up of two components 
- one is the philosophy of a given society to shape 
industrial growth and second is the implementation/ 
i.e./ rules and instruments which give concrete 
shape to the philosophy of the policy. 
The concept of industrial policy is 
comprehensive and it covers all those procedures/ 
principles/ policies/ rules and regulations which 
control the industrial undertakings of a country and 
shape its pattern of industrialization. Ttie main 
objectives of an industrial policy may be 
summarised as follows : 
1) To remedy the lop-sided development of the 
economy specially industrial structures in 
order to bring about a pattern of desirable 
balanced growth/ stability and diversifica-
tion in our economic structure. 
2) To redirect the flow of scarce resources in 
the most desirable areas of investment in 
accordance with national priorities. 
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3) To prevent duplication or wasteful use of 
our resources so that the country can ensure 
conservation and judicious une ol; our limitod 
resources . 
4) To empower the state to regulate and control 
the establishment and expansion of the 
industrial undertakings in the private 
sector in accordance with our planned objec-
tives • 
5) To help the state to demarcate the areas 
of economic activity between different 
sectors of our economy viz./ public/ private/ 
cooperative and joint sectors/ as well as 
large-scale/ medium scale and small-scale 
industrial units. 
5) To prevent the concentration of wealth and 
economic power in a few hands through 
industrial licensing and other supporting 
measures of fiscal and monetary policy so 
that the emergence and evil of monopoly 
capitalism can be effectively curbed ana 
ensure equality of opportunities to all. 
7) To lay down policies also towards the import 
of foreign capital and the conditions on 
which such capital would be permitted to 
operate in India. 
In short/ Industrial Policy provides 
guidelines for the effective coordination and 
integration of the activities of various sectors of 
the economy with a view to achievirig a balanced and 
self-reliant pattern of development that can ensure 
rapid growth of output and employment. 
The Pre-Independence Industrial Policy of 
the East India Company encouraged the dovol npmonl: 
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of such indigenous industries which catered to its 
export needs. But this policy was later reversed 
for the benefit of ir^dustries iri great Britain. As 
a result of the interest of the Government and the 
absence of foreign competition due to World War T 
several new industries were started and the existing 
ones were expanded. After World War I in 1919; 
industries became the Provincial subject and the Act 
of 1919 gave power to the States to. give financial 
assistance to the industries. 
However/ at the outbreak of the World War 
II in 1939/ India was found industrially as backward 
as at the time of World War I. For the successful 
prosecution of the War the then Government had to 
liberalize her policy towards industries. Accordingly 
in 1940/ the Board of Scientific and Industrial 
Research was created at the Centre. In 1944/ the 
Government set up a Planning and Development 
Department under Sir Ardeshir Dalai. This department 
issued an Industrial Policy Statement in April/ 
1945. The object of this announcement was to remove 
the uncertainty which appeared to impede the plans 
of development of private industries. 
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The Government prepared the list of basic 
industries of national importance. The aircraft/ 
automobiles, and tractors, chemical and dyes, iron 
and steel/ prime movers, transport vehicles, 
electrical machinery, machine tools, chemical and 
non-ferrous metal industries were taken over by the 
Government and all other remaining industries were 
left for the private enterprise. In 1946, ttie Govern-
ment appointed the Advisory Planning Board to deal 
with the boundaries between the State and the 
private enterprise. In 1947, an Industrial Conference 
was held in New Delhi . This conference adopted a 
resolution indicating the industries : (i) which 
should be under State ownership and management, (ii) 
which may be jointly owned and managed by the 
State/ and (iii) which are to be owned and managed 
by private enterprise. 
In 1948, immediately after Independence/ the 
Congress Government introduced the Industrial Policy 
Resolution in order to counter the typical post-war 
inflationary tendencies. This outlined the approach 
to industrial growth and development. The specific 
objectives of this Resolution were as follows : 
1) To establish a social order where justice 
and equality of opportunities could be 
assured to all the people: 
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2) to promote rapid rise in the standard of 
living of the people by exploiting tho hidden 
and the available resources of the country; 
3) to accelerate production by all possible 
means to meet the needs of growing 
population; and 
4) to provide more and more opportunities for 
employment. 
The main emphasis of the Resolution was to 
increase the wealth of the country through rapid 
industrialization and to raise national income as 
well as per capita income. It envisaged the policy 
of mixed economy/ reserving a sphere for the private 
sector and another for public sector. 
The main thrust of the 1948 Industrial Policy 
was to lay the foundation of mixed economy in which 
both private and public enterprises would march hand 
in hand to accelerate the pace of industrial develop-
ment. The industrial programmes of the Five Year 
Plans were formulated on this very idea of mixed 
economy. In order to implement the 1948 Industrial 
Policy to regulate industries and to promote the 
industrial development/ a Bill was introduced in 
March/ 1949 which was finally approved in October/ 
1951 as the Industries (Development and Regulation) 
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Act (IDR Act) which came into force on 8th May, 1952. 
The Planning Commission was set up in 1950 to make 
an assessment of the materials/ capital and human 
resources of the country. In July, 1951, the Planning 
Commission presented a Draft outline of Plan of 
development for the period of five years i.e. from 
April 1951 to March 1956, in the light of the 1948 
Industrial Policy Resolution. 
The Planning process, which initiated in 
1951, had processed on an organized basis and "^^ first 
Five Year Plan had been completed, the need for 
placing the Second Five Year Plan before the country 
with rapid economic development as its main aim was 
greatly felt. The Parliament's commitment to 
'Socialist Pattern of Society' led to drastic changes 
in the 1948 Industrial Policy Resolution arid 
adoption of the Industrial Policy Resolution of 1956. 
To meet new challenges from time to time, it was 
modified many times. The basic Resolution had all 
objectives of acceleration of the rate of economic 
growth and the speeding up of industrialization as 
a means of achieving a socialist pattern of society. 
In 1956, capital was scarce and the base of ontropre-
riGurship was also not strong eriough . Hence, tl-ie 
Industrial Policy Resolution gave primary role to 
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the State to assume a predominant and direct responsi-
bility for Industrial development. It clanni£iod tho 
industries into three categories which bear a close 
resemblence to the earlier classification of 1948. 
In the light of the 1956 Industrial Policy 
Resolution, the Second Five Year Plan accorded high 
priority to rapid industrialization with particular 
emphasis on the pattern of industrial development 
of basic and heavy industries. The Third Five Year 
Plan was also governed by the 19I3G RoGoiution to 
prevent the concentration of economic power. The 
Industries (Development and Regulation) Act 1951 was 
revised in 1964/ with a view to relax control and 
encourage the growth of medium-sized industries the 
expansion limit for obtaining licence was raised 
from Rs. 10 lakhs to Rs. 25 lakhs. After the 
completion of the Third Five Year Plan, the Annual 
Plans were adopted for three years (i.e./ 1966-67/ 
1967-60/ 1968-69) due to heavy expenditure incurred 
on tloLenco during tho con£licta witli China in I9G2 
and with Pakistan in 1965. The Fourth Five Year Plan 
was drafted in the light of the 1956 Resolution 
which provided a flexible approach in industrial 
development within the public/ private and 
cooperative sectors. 
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industrial Policy Statemerit of 1973 idcM-itiCiGd high 
priority industries where investment from large industrial 
houses and foreign companies would be permited. In the 
context of the Fifth Five Year Plan, the Government was 
to assure the private sector that no more nationaliza-
tion of industries was being contemplated. The large 
houses were assured of greater liberalization in the 
grant of industrial licences without much interference 
by MRTP Commission. The Government announced liberalized 
Industrial Licensing Policy in October/ 1975 which 
delicensed 21 industries and permitted unlimited 
oxprtntiloii boyond Lho iiconuoci capnciLion Lu loroign 
companies and monopoly houses. 
The Government Policy Statement of 1977 laid 
emphasis on decentralization and on the role of small-
scale, tiny and cottage industries widely dispersed in 
rural areas and small towns which so far had been 
neglected completely. At the same time, it proposed to 
set up in each district an agency called 'District 
Industries Centre' (DIC) to deal with all the 
requirements of small-scale, tiny and village industries. 
The Statement also preserved areas for large-scale sector 
duch as basic industries, capital goods industries, high-
technology industries etc. Besides, the policy laid 
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emphasis on the promotion of technology self-reliance 
and continued inflow of technology in sophisticated 
and high priority areas where Indian skills and 
technology were not adequately developed. However/ 
the 1977 Industrial Policy Statement was a mere 
extension of the Industrial Policy Resolution of 
1955; because it was directed towards the removal 
of the distortions of the past. The Industrial Policy 
Statement of 1980 focussed attention on the need 
for promoting competition in domestic market/ 
technology upgradation and modernization. The Policy 
laid the foundation for an increasingly competitive 
export base and for encouraging foreign investment 
in high-technology nrons . 
The Sixth Five Year Plan and the Seventh Five 
Year Plan both, in terms of industrialization/ were 
drafted in the light of the 1980 Industrial Policy 
Statement which accorded particular emphasis on 
improving efficiency and productivity in the 
industrial sector through optimum utilization of 
existing capacity. 
In MMl'i, ihf) f'oniinl f'.f)V"iniiiciii|- IHOIMJIII nlimii 
a MCT change in toniio oC 1 ibora I i/.ation oL 
industrial licensing policy in favour of large 
business houses, particularly making them free from 
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the provisions of MRTP Act and FERA. Besides, it 
announced further incentives to accelerate industria-
lization of backward areas. Non-MRTP and non-FERA 
companies would not be required to obtain industrial 
licences under industries (Development and 
Regulation) Act/ 1951 , for projects involving 
investment in fixed assets upto Rs. 50 crores if they 
were located in Centrally declared backward areas 
and upto Rs. 15 crores if they were located in non-
backward areas. Moreover/ new undertakings 
ootabliohcd in declared backward areas wore entitled 
for exemption from Income Tax under section 80HH 
of the Indian Income Tax Act/ 1961. 
The liberalized Industrial Policy of 1990 
proposed to promote the small-scale and agro-based 
industries/ foreign investment/ foreign collabora-
tion/ capital goods imports etc. and changed 
procedures for grant of industrial approvals. The 
policy decisions were in respect of delicensing the 
entitlement to import capital goods/ raw materials 
and components/ agreements with foreign 
collaborations and attract foreign investment/ 
location policy and environmental •clearances/ export-
oriented units. The policy gave unreatrictod right to 
conclude foreign collaborations ir case the royalty 
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payments did not exceed 5 per cent on domestic sales 
and 8 per cent on exports. 
Thus/ since independence until the late 
sixties India strictly followed the policy of import 
substitution and export promotion and laid 
foundations of socialistic society. During the next 
decade/ the country strictly enforced the FERA and 
the MRTP directives and strengthened the foundations 
of socialism. It was only the beginning of the 
'Eighties' that witnessed certain measures of 
liberalization in the field of industrial 
development. 
The New Industrial Policy 1991 is a major 
step forward towards liberalization. The Policy 
has identified six major and vital areas of the 
economy/ namely/ industrial licensing/ foreign invest-
ment/ foreign technology agreements/ public sector/ 
the MRTP Act and Small and Tiny sector for 
liberalization so that Indian economy could cope 
with rapid developments taking place all over the 
world and catch up with them in as minimum time as 
possible. The far-reaching liberalization measures 
announced in the New Industrial Policy (NIP) by the 
Government have abolished the existing rigorous rules 
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and regulations and also the restrictions hampering 
the speedy industrial development in the country. 
In view of the consideration outlined in New 
Industrial Policy (NIP) 1991, the Government have 
decided to take a series of measures to unshackle 
the Indian Industrial economy from the cowwebs of 
unnecessary bureaucratic control. These measures 
complement the otbier series of measures being taken 
by Government in the areas of trade policy/ exchange 
rate management/ fiscal policy/ financial sector 
reform and overall macro-economic management. The 
following are the specific measures of the New 
Industrial Policy : 
1) Industrial Licensing will be abolished for 
all industries except 18 industries (Annexure-
II) related to security and strategic 
concerns/ social reasons/ hazardous chemicals 
and overriding environmental reasons and 
items of elitist consumption. 
2) MRTP Act will be amended to remove the 
threshold limits of assets of MRTP companies 
and dominant undertakings. This will 
eliminate the requirements of prior approvals 
of Central Government for establishment of 
new units/ expanding unitS/ mergers, amalgama-
tion and takeovers and appointment of 
directors under certain circumstances. 
3) Approval will be given for direct foreign 
investment upto 51 per cent equity in high-
priority industries. There shall be no 
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bottlenecks of any kind in clearing foreign 
equity participation proposals. The multina-
tional corporations could have 100 per cent 
foreign equity,provided the entire production 
was directed towards exports. 
4) Automatic permission will be given for 
foreign technology agreements in high 
priority industries (Annexure-IIl) upto a 
lump sum payments of Re. 1 crore, 5 per cent 
royalty for domestic sales and 8 per cent 
for exports/ subjected to total payments of 
8 per cent of sales over a 10-year period 
from the date of agreements or 7 year from 
commencement of productioh. 
5) Automatic clearance will be given for 
capital goods/ provided the foreign exchange 
for such imports is ensured through foreign 
equity. Automatic approval for capital goods 
will be given if the value of the capital 
goods to be imported is less than 25 per 
cent of the total value of plant and 
machinery/ subject to a maximum limit of Rs. 
2 crores. 
5) Broadijen-c^ ing facility will be given for 
existing and new industrial units to 
produce any article without additional invest-
ment in plant and machinery. 
7) The public sector will be given pre-eminence 
in eight core areas like arms and ammunition/ 
atomic energy/ mineral oils/ rail-transport / 
coal and mineral mining etc. (Annexure-I). 
Exemption from licensing will be provided 
for all substantial expansion of existing 
units. 
The main purpose of the New Industrial Policy 
is to reduce the Socio-economic disparities/ to 
116-
generate more employment opportunities/ to remove 
poverty/ to make public enterprises more meaningful 
and purposeful through the process of strengthening 
them so that they could no longer be considered as 
a liability to the economy. 
The New Industrial Policy (NIP) is a 'good 
document' and could bring the desired radical and 
structural changes in the Indian economy which are 
crying need of the day and have become inevitable 
for keeping a pace with globalization. However, 
following are the suggestions for consideration of 
all concerned: 
1) Allowing 51 per cent foreign equity participa-
tion may enthuse some large multinational corpora-
tions but is unlikely to attract the large number 
of small and medium investors who have emerged as 
catalysts in the globalization process. The policy 
must be made more flexible by increasing the equity 
participation limit for automatic approval. 
2) Scope of foreign direct investment should 
be enlarged to cover all industries except atomic 
energy and sensitive defence equipment. 
3) The private sector should be represented in 
the Foreign Investment Promotion Board set up by the 
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Government to negotiate with International manufactu-
ring and marketing firms. 
4) The new policy should incorporate specific 
guidelines for clearing investment proposals for more 
than 51 per cent foreign equity. For instance/ in 
certain newly industrialized countries (NIC); equity 
upto 100 per cent is linked to technology offered/ 
generation of employment/ local raw material and 
locational factors. 
5) The policy with regard to remittances has 
become restrictive in the sense that the foreign 
exchange of an equivalent amount has to be earned. 
Earlier/ except clearance from the tax angle/ there 
was virtually no restriction on remittances. 
6) To hasten the present process of reforms/ 
there is need for a clear-cut policy for 
restructuring of industry especially in respect of 
technology and labour. 
7) To offer better scope for expansion of 
activities of FERA companies/ there is urgent need 
for appropriate modifications in the basic structure 
of FERA/ the guidelines and most importantly/ the 
manner of its administration. 
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8) There should be proper coordination between 
foreign investment policy and the export-import 
policy as New Industrial Policy (NIP) cannot be taken 
into account in isolation. 
9) There should be given a administrative set 
for a fresh re-orientation and the same must be 
geared up keeping in mind the basic objectives of 
the New Industrial Policy. 
10) For ensuring rapid industrial growth/. infra-
structure should be developed on war-footing particu-
larly in the fields of communication and power. 
11) The industrial units should be made more 
realistic and competitive keeping in view the 
developments taking place in a number of countries 
of the sub-continent and elsewhere. 
12) Necessary changes in the MRTP and FERA Acts 
should be brought out as quickly as possible as the 
foreign investors are adopting a policy of 'wail: and 
see ' . 
13) There is an urgent need of balanced Board 
of Directors in company form of organizations. It 
must include professionals, academicians, 
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bureaucrats and persons nominated by the foreign 
investors as it is in practice in a number of 
countries. 
14) Optimum utilization of physical and human 
resources must be ensured and in this regard the 
negotiations between the management and the employees 
must be started so that there are least possible 
strikes and lock-outs. 
The foregoing suggestions are formidable and 
critical in nature. They must, however/ be carried 
out in letter and spirit if the objectives of the 
1991 Industrial Policy^which the country has set 
before itself, are to be achieved. Finally, the 
process of economic growth, of which industrial 
development is a critical part, is a joint effort 
requiring, for its success, cooperations of all 
lections of the Society with all sincerity and 
dynamics. Let us hope for the better. 
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